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SUMMARY OF RECOMMENDATIONS. 
Reference. 

“ To examine with reference to all the interests concerned the 
Tariff poliej of the Go^elnmolll of India, mcliidiug the question of 
the desirability of adopting the principle of Imperial Preference, 
aid to make recoramcnd'itioiis ” 

Preliminary Conclusions. 

That the industrial dcMlopinent of Indii Ins not been cim 
nensurate with the sire of the countn, its population, md its natuial 
resources, and that a constderahle dosclopmcnt of Indian industi.cs 
would be sery much to the idxinHpc of the country as a whole 
(riiapter IV) 

Principal Recommendations. 

1 (a) That the Government of India adopt a poliej of 
Protectfon to be appliwl irith discrimination aJoni? llir 
,, lines indicated in this Report (Chapter Y) 

(6) That discrimination he exercised in the selection of 
industries for piolcction and in the degree of protettiou 
afforded so as to inaKc the inevitable burden on the com 
munit> as light as is consistent with the due development 
of industries (Chapter VI) 

(r) That the Tariff Boird (see below) in dealing with claims 
for protection sitisfy itself — 

(») That the industry possesses natural advantages , 
(f») That without the help of protection it is not likely 
to develop at all, or not so rapidly is is desirable , 
sod 

(in) That it will eventually be able to face world com* 
petition without protection (Chapter VII) 

(d) Tint raw maternls and imcluneiy be ordinarily admitted 
frtc of diits, and that semi manufactured goods used in 
Indian imlnstnes be fixed ns lightly as possible (Chap 
ter VIT) 
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(tf) That indu'?tric9 C9<:cnfinl for purpO'c? of Nntioml Defence, 
and for the development of which conditions in India are 
not unfavourable, be adcquntcl.v protected if necessary. 
(Chapter VII). 

(/) That no erport dnlies be ordinarily imposed except for 
purely revenue purpose^, and then only at lery low rates 
f Chapter XT) ; hut that when it is considered necc«sary 
to restrict the export of food grains, the restriction he 
effected hv tempoMrv export duties and not hv prohihi- 
tion. (Chapter XTI). 

2. That a permanent Tariff Bo.ard he created whoso duties nill 
be, tnfer alfn, to investigate the claims of particular industries to 
]uotection, to watch the oper.ation of the Tariff, and generally to 
advise (rovemraent and the LcgNlature in carrying out the policy 
indicated above. (Chapter XVII). 

3. (a) Tliat no general system of Imperial Preference he intro- 

duced ; but 

(b) That the question of adopting a policy of preferential 
duties on a llmite<l number of commodities be referred 
to the Tiulnn Legislature after preliminary examination 
of the several cases by the Tariff Board, 

(e) That, if the above policy be adopted, its application be 
governed by the following principles * 

(t) That no preference he granted on any article without 
the approval of the LcgislaWre. 

(«) That no preference given in any way dimmish the 
protection required hy Indian induxtrles. 

(tY») That preference do not involve on balance any 
appreciable economic. loss to India. 

(d) That any prefeiences which it may be found possible to 
give to the United Kingdom be granted as a free gift. 

(e) That in the easo of other parts of the Empire preference 
be grantea only by Moments nmhnUy ndratageom. 


4. That the osi.ting Cotton Eicise Duly in tow oJ it, 
Imtoryana a,,oe.at,ona be unrcaemdly conSomnea, and tot 
Oovornment n.;d Iho Deg.alatura atart aRain with a '■ dearslate” 
regulating their excise nolicv Rnloi«- xv • . state, 

(ChapMr X). ^ of India 
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Subsidiary Recommendations. 

6 That the prorjvo to Section 20 of the Sea Ciutoni? Act hr 
repelled and that Cn«:lom* Duti t)e onlinanh IcMcd on poodsi 
belonging to Qovemment (paragrapha 285 288) 

C Tint diff’cultien in the eliape of fliippmg rehatoe (paragraph 
l'}2) or unfair rd\nnngc« like dumping (parngraplis 133 130), 
dtpreciatod excliaiiges (paropriph 140) boujif\ fed importa from 
nhroid (paragraph 141) lie intealignted and avlicre pos«ille, 
removed 

7 That industrial deaelopment he promoted by giving a iiore 
indii«frial biaa to pnman education (paragraph 122), and presiding 
opportunities for franiui" apprentices (parn^inphs 123 121), and 
organisations for increasing the mohilitv of laliour (paragraph 12>) 

8 That no obstacles be raised to the free inflow of foreign 
capital but that Qovcritmcnt monopolies or concessions be granted 
onlv to companies incorporated and registered m India siith npee 
capital, such companies to base n reasonable proportion of Indi n 
Directors and to afford facilities for training Indian apprentices 
(Chapter SV) 

9 That the Tariff be not ordinarily emploied for retaliation or 
as a means of aggression (paragraphs 280 284) 

10 That the Tariff be elaborated with a view to remoae nmbigni 
ties and that the system of specific duties and tariff \aluations be 
cautiously estended (paragraphs 266 278) 




CHAPTER I 


Introductory. 


The appointment of the Indian Fiscal Coinnu«ston may be 
regarded aa the outcome of n longstanding 
mrnt of ib*CoB>nt*«<oti. and insutcnt demand of the public in Inain 
for a rcMMOn of the tariff ik>1ic> lint ilcnniul found prominent 
csprcssion in the dcbite on a resolution ino\e(l on the 21st March 
191G in the Imperial Legnlntnc Conntil bj the Ilnirble Sir Ibrahim 
Til* wwlnlion ®n tbe "* repl} lo s\hich ihc Govern 

of th« indottn** jucnt of Iiidn annoiniccd (he constitution 
iiid terms of reference of the Indian 
Industrial Commission The non official members of the Council 
mged the iniportmce of referring to the proposed Commission the 
question of protection of industries b> ynesns of tlic tariff, and the 
necessity of securing fi'icsl autonomj for India, m» tint the country 
might adopt the policy irluch appcsrtil lo be most in iccordanco svith 
its interests The Go\crimient of India houe\ci, ncrc unable to 
meet the request put forward Sir Willnm Chrk L\plnincd that 
the constitutional i'«suc was “a topic outside of our purticw, and 
one on which no arc uot entitled to c^epress an opinion," while tbo 
question of protection ju India was not one that could be considered 
during the war and apart from the dctcrmimtion of the fiscal rela 
tions of the Empire within itself and with the outer Tvorld, which 
at that time it was intended to deal with as a whole after the war. 
Consequently the constitutional issue and the fiscal policy ^of the 
Govermnent of India were excluded from the terms of reference to 
the Indian Industrial Commission 


2 The importance of the issue of fiscal policy received fresh 
Tho jroatajrKnioiiBsford cmphasis from the authors of the Eeport on 
Keport. Indian Constitutional Eeforms They 

remarked — 


“ Connected intimately with (he mattei of iiidustrjos is the 
question of the Indian linff This subject was excluded 
from the deliberations of the Industml Commission now 
sitting because it was not desirable at that juncture to 
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raise any question o£ the loodifie iliou of India’s fiscal 
policy , but its exclusion was none the loss the object of 
Borac legitimate criticiwn in India The changes ■which 
we propose in the Qoaemment of India ■will still leave 
the settlement of India's tariff in the bands of a Govern 
ment amenable to Parliament and the Secretaiy of State , 
but maamuch as the tariff reacts on many matters ■which 
■will henceforth come more and more under Indian con 
trol nc think it well that we should put forward for the 
information of His Majeatj a Goaenimcnt the views of 
educated Indians upon this subject We ha\c no imme 
diatc proposals to make , we arc anvious merel> that any 
decisions which may hereafter be taken should be taken 
■with full appreciation of educated Indian opinion 


' The theoretical free trader, we bclicxc, hardly exists m India 
at present As was shown b> the debates in the Indian 
Legislatuc Council in March 1913, educated Indian 
opmiou aidcntly desires a tariff It rightly ■wishes to 
find another substantial base than that of tho land for 
Indian revenues* and it tunis to a tariff to pro^vidc one 
Desiring industries which wiU give him Indian made 
clothes to wear and Indian made articles to use the edu 
cated Indian looks to the example of other countries which 
have rebed on tariffs and seizes on tho admission of even 
free traders ttiat for the nourishment of nascent industries 
a tariff is permissible We do not know whether he 
pauses to leflect that these industries will be largely 
financed by foreign capital attracted by the tariff, 
although we have evidence that he has not learned to 
appreciate the advantages of foreign capital But what 
ever economic fallacy underlies his reasoning, these are 
his firm beliefs , and though he may be willing to concede 
tho possibility that he is wrong, he will not readily con 
cede that it is our business to decide the matter for him 
He believes that as long as we continue to decide for him 
TVO sIuJI decide m the mterests o£ England and not 

the House ol Commons on the differentiation ot tho cottoa 
eneise m support o£ his contention So long o, L ” 
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bring it?clf (o Wievr lint (he refotnl n ilMlntoreated or 
dictated by care for the best interests of Iniba." 

3 An important stage m the development of tlic policj’ of fi-scfll 
, nutonomv was marked bj the delibcrationi 
Bf^Ttnlonomr bj the Jennt of the Jomt SclcCt CommittCC On tho 
Select Comauuee Govcmmcnt of India Dill, which prcicnted 

it« report on the 17th Notember 1919 The Indian witnewcs who 
appeared before the Committee urged with great emphnsu the 
nocessitt of a declaration on this subject, and dealing with clause 
Oo of the ItiU the Committee made the following important rccom* 
mendatjon — 

“This cianimation of the general proposition leads incvit 
ably to the conaidcratiOQ of one special case of non inter- 
vention Nothing IS more bkclj to endanger the good 
relations between India and Great Britain than a belief 
that India’s fiscal policy is dictotcd from ^Vhilcball iii 
the interests of the trade of Great Britain That such a 
belief exists at the moment there can be no doubt That 
there ought (o be no room for it in the future is equally 
clear India’s position in the Imperial Confereuco opened 
the door to negotiation between India and tho rest of 
the Empire, but negotiation without power to legislate is 
likely to remain ineffective A satisfoclorj solution of 
the question can onij be guaranteed bj tho grant of 
liberty to the Government of India to devise those tariff 
arrangcnientfl which seem best fitted to India’s needs ns 
an integral portion of the British Empire It cannot bo 
guaranteed by statute without limiting the ultimate power 
of Parliament to control the administration of India, and 
without limiting the power of veto which rests in the 
Crown , and neither of these limitations finds a place m 
any of the statutes m the British Empire It can only 
therefore be assured by on acknowledgment of a conven 
tion Whatever be the right fiscal policj for India, for 
the needs of her consumers as well as for her manufac 
turers, it is quite clear that she should have the same 
liberty to consider her interests as Great Britain, 
Australia, New Zealand, Canada and South Africa In the 
opinion of the Committee, therefore, the Secretary of 
State should as far as possible avoid interference on this 
subject when the Government of India and its Legislature 
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aie m ngrrument, and they think that lus intervention, 
when it does take place should he limited to safeguarding 
the mlerintional obligations of the rmpire or any fiscal 
arniigemcnts within the Empire to which His Majestj s 
Goiernmcnt is a partj ” 


4 Oil the 23rd rebruary 1921 a resolution was moved by the 
'n,« 1 t « 1 Hon’ble Mr Lalubhii Samaldas in the 

Ine princ pie of EBcal _ , » ^ . 

antoBomy for India accepted C 0 UHC 1 I of State, and after amendment was 

b7lh.Brt,hGoY.rn»i..t MlOwinS fontl — 

‘ This Council recommends to the Governor General in 
Council that His Majesty’s Go\ernment be addressed 
through the Sccretar\ of State with a prayer that the 
Government of India be granted full fiscal autonomy 
subject to the provisions of the Government of India 
Act " 


This resolution was forwarded by the Government of India to 
the Secretary of State with the request that it should be laid before 
His Majestj & Qo^e^nment Meanwhile the Secretary of State 
in reply to a deputation from Lancashire on the Indian import 
duties on cotton goods on the 23rd March 1921 endorsed the 
principle laid down by the Joint Committee He said “ After that 
Kopqrt b^ an authoritative Committee of both Houses and Lord 
( urzon s promise in the Hou«o of Lords it was absolutely impossibl 
for me to interfere with the right which I believe was wisely given 
md winch I am determined lo miintain — to gne to the Goveminent 
of India the light to consider the interests of India first just as we 
without any complaint from any other parts of tlie Empire, and 
the other pai ts of the Empire without any complaint from us have 
alwa>8 cho«en the tariff arrangements which they think best fitted 
for their needs thinking of their own citizens first ” This speech 
was followed up by a despatch dated the 30th June 1921 written 
with reference to the resolution pas->ed by the Council of State on * 
the 23rd February 1921 m which the Secretary of State said that 
he had on behalf of His Majesty s Government accepted the 
principle recommended by the Jomt Committee in their report on 
clause S3 of the Govsmment of India Bill 


5 In the meantime the discnssiona in regard to trade relatione 
\Mm l 7 ol.imnaa tvithin the Empiie which the war bronnht 
mtoprommence threw into rehef once 
mere the question ot adoplmg a policy o£ protection for LS 
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InFebniir} 1*^20 n rMoluljnn was lno^c(l in the Impcrnl LepNhtno 
Council l)j Sir Ocorpo IhniM on behalf of the OoAcmmcnt of India 
that n Committee of the Council should be appointed “ to exammo 
the trade statistics and to consider and report uhether or not it is 
advisable to applj to the Indian Customs Tariff a sjstcm of 
preference in fasonr of poods of Kmpirc origin ” In the course 
of the debate i fcclinp was expressed that the question of Imperial 
Preference could not he considcrwl apart from tlic general question 
of the fiscal policj to he adopted bs India j\n amendment to the 
resolution was accepted adding to the terms of reference to the 
Committee " the best method of considering the future fiscal 
policj of Ihdn ’’ In accordance with the resolution a Committee 
uas constituted which examined the figures laid before it bj the 
Government In March 1920 the Committee reported its provisional 
conclusions on the subject of Impcrnl Preference , and with 
regard to the best method of considering the future fiscal policj 
of India it wrote " We think that this can only be effectively^ 
enquired into bj means of a Commission with power to tahe” 
evidence in various parts ct the country from all the interests 
concerned, from importers and exporters, producers and manufac* 
tureri, and from persons entitled to speak on behnlf of tb.. 
consumers " 

fi On the let March 1921 tue question was once more raised 
Areo«...t com, OI, Ion PuMicly by Mr Jamnadas Divarkada., who 
and urma of r«f«mice of tbo ciiquircd in the Legislativ e Assemblj 
CommJMion whctlicr in accordance with the recommenda 

tions of the Committee of the Imperial Legislative Council the 
Government of India proposed to appoint a Fiscal Commission, 
and what were its terms of reference In reply to this question the 
Government of India announced that a Fiscal Commission, which it 
was hoped would start work in the following cold weather, would be 
appointed, and stated the terms of reference On the 7th October 
1921 a Resolution was issued stating that the Government of India 
with the approval of His Majesty's Secretary of State had decided 
to appoint a Fiscal Commission composed as follows — 


President 

The Hon’ble Sra iBRAnuf Rabiiitoola, Kt , 0 1 E 

Member of the Executive Council, Bombap^ 
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Vicf Pre^ulenl 
J M KrvNF^, M A , C B , 

rello\\ of s CoUcgp, Cninbiulo'c 
members 

Mr T V SrsinoiR! A^wr AIL A, 

(retired .fudge, High Court), Mndrni 
Jlr QnxNSinAVDVSs Birla, ML C , 

of Messrs Biiln Brothers Limited Caicutts 
Mr J C Co^AJEE, BA,LLB, 

Piofessoi of I coiioiiucs, ^^esukT1c^ College, Cilculti 
The Jlon’blc Sin Maneckjei: Btb.\mjee Dadabho'j^ Kt , GIF, 
Bar at law, Nagpur 

Mr Jaainadas DwArsAMs, MLA , 

Bombaj 

The Hon’blc Sm Edosr XIolderton, ICt , C B E , 

Burma Chamber of Commerce 


Mr R A Mant, C S I ICS 


Mr Nauott^si hloasiiJEC, 

of Messrs Aforstjee Gocoldis nnd Compsns Bornbsr 
Air C AY BnODES, C B E , M L A , 

of Alessis Iloaii. Miller and Company Limited, Calentts 
Sir Montagu AVedb Kt, CIE, CBE, MLA, 

of Messrs Toibcs Forbes Campbell and Companj, Liraitel 

Karachi 

Secretary — Mr il C Haiq, ICS 
Assistant Secretary — ^Mr L P Rogers 


Tlie terms of refereuco to the Commission Mere ' to BMmin 
with reference to all the interests concerned the Tariff policy of th 
Government of Iniliii inchtding the question of the desiraMit^v o 
Smi “"I “> »ake refom 



tlfTfODtfCTORT 


7 


7 All Ihc jticmbcrs oC tlic ComjniK^iou villi tlit. cxccptJon oE 
Mr Ke\ncs were resident in Indm Mr Kejnies* cnpnRcmcnU 
nindc it impossible for him to \isit Indn for more than a brief period 
but it iris hoped that ho would be able to arrive about the bcpmning 
of Februarj and remain until the completion of the report Un 
fortunately as the programme of work developed it became clear 
that at the most Mr Kevnos would be able to hear onlv a small 
partion of the evidence and would be forced to return to 1 npland 
i^efore the Commission had come to its conclusions His duties in 
connection with the Genoa Conference made vt impossible (or him to 
extend Ins staj in India and finallj at the end of Januar> we learnt 
to our regret that owing to this combination of circumstuncts 
Mr Ivejnes would be unable to jom the Commission and that wo 
'•hould he deprived of the assistance of so eminent a colleague As 
at this time the Commission had heard the greater part of tlic 
evidence, It was decided that Mr Kevnes place sliould rciiiam 
unfilled 

8 The President M«itcd bimli in the ^ it imn of 1921 and m 

toiisultalion with those members of the 
oc oroin out Commission who vrcrc availablo at the 
tune a questionnaire for witnesses was framed and issued on the 
8th October 1921 The questionnaire is reproduced in Appendix 
\ Various associations and individuals were invited either 
dircctlj by tbe Commission or through Local Governments to 
fnnvard in writing their replies to the questionnaire At the taine 
time the fullest publicitj was given to the quostiomiairc and a 
general invitation was issued to any associations or individuals not 
so invited to represent their views 

9 The Commission assembled m Bombaj on the 10th November 
1921 for preliminary discussions and commenced its tour from 
Bombay on the 24th November It visited in turn Karachi Lahore, 
Delhi and Cawnpore taking evidence at each of these places After 
Christmas it reassembled at Calcutta and thereafter proceeded to 

evidence on the 3rd March the Commission dispersed for three weeks 
in Order to enable the Members of the Council of State and the 
Legislative Assembly to attend the budget session in Delhi The 
Commission reassembled in Delhi on the 2'?th March 1923, where it 
had the advantage of hearing the views put forward on behalf of a 
nunibci of Indian States and held an informal discussion with a 
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Mcnjbcr of the I?uln n Board The Commv>9ion then proceeded io 
Si nil orriMng on the Jlsit March and spent the month of Apnl m 
Us conclusion* The task of drafting the report ivas 
then taken np nnd after further di'cussiou the report was signed 
on the GlU July 1922 

10 \Nc receuctl in re»iH)iisc to our intitUion a great lolumc of 
evidence Mntten statements were received 

a cTi ance from 281 Witnesses, and out of these 142 

were orallj examined We wish to eipreivs our uckiiowlc(l'’nients for 
the evidence received, which represented in iniiij uiscs a great 
expenditure of time and thought, and to state how much we owe to 
the facts and the suggestions pul before us hj the witnesses ami the 
discussions which we were able to have with them in the coarse 


of the oral examination The evidence represented the most 
varied interests "We examined the Chambers of Commerce, associa 
tions interested in trade and industrj of all kinds, indincltwl 
traders and industrialists, Government ofBcials who gave us m gome 
cases the views of Local Governments, professors of economics, 
ullectors o! customs and so far ns wc could obtain them, represen 
I itives of the agricultural cla'ssc# The major part of the evidence 
was derived from the ludostrial and trading interests and from those 
who Mewed the subject from a genera! theoretical stondpomt The 
agncuUunst is not alw av s articulate ami he iisuallj does not possess 
fcUfBcient education to be able to put forward his point of view, 
even if he lias one cfTcctivclj on quc*tiou5 of such intricacj A\ c 
took, however, special pains to obtain views which might be con 
sidered representative of the agricultural interests and m the 
I’unjab in particular we rcccivcil some valuable evidence of tlm 
jialurc The consumer, regarded merelj as a consumer, though his 
in*ere8ts are very closelj concerned in tho result Of the enquiry, 
could hardly be ‘aid to have been represented m the evidence given 
before us But just because we realised that he was not m a position 
to represent his case lum'self wc have given the most careful and 
auxions consideration to what wc conceive to be his interests 


11 3Ve wish to express our thanka to thiiaa Local Govenmiwrts 

Gove^ent officab made 

arrangements lor our accommodation, and 
to tlic railiraj- and postal anthorities rrho did mnch to add to 
the conicnicnccs of our tonr We trmh to eapross onr admoirled-. 
neats aLo to those Goicmment departments irlnch rendered a ah. 
able assistance to ns hj- snppl^ang statistical and other infomato 
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12. Our Inlwurs linvp Wn Rrcall.r liplifpiird l>y llip nliilify 
S,rT..4oflte««..Urj.»,l .\rr. II (1. Ila.s, 

Anirtant I.C\R.t whI IpJ’ iIjp K''cn IlltOrPSt It) flip Work 
which Jte shown Ihroii^rhoH*. He prepared many %nlimhl(’ nolcs 
on the subjects nhich cnnic u»J«ler our mjc«. lie has been of great 
assistance to ns in the preparation of our IJeport, ntiil we were for- 
tunate 111 ha\ing his forMoes placcil at otir (IisjniwsI by Government. 
AVe have also much pleasure in recording our appreciation of the 
good work done by 3Ir. E. P. Rogers, the Assistant Secretary. 
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CHAPTER II. 


The History of the Tariff in India. 


13 CiKtom"? duties on articles imported bj sea have been knoivn 
The Uriti in the Moghni Centimes though, until 

Empire recent j ear? the rates have been lo^^ 

In the time of the MoshnK the rate <1 h 1 not eveoed 5 per cent a I 
valfrcnx There was also an^claborate sjstem of internal transit 
oufs whicli for maiij jears impeded the trade of India Th" 
break up of the Moghal Empire bj multipKing the number of 
independent authorities increased the complication of these duee and 
in the early daae of the East India Compan> lliej trere recognised 
as such on inipediment to trade that one of the clnef pnsilegea vhicli 
the Compsnj sought and later demanded vas coemption from the 
dues and one of the greatest scandals m the conduct of the earh 
sersonts of the Corapans before it was curbed bj Cliso and 'Uarreii 
Hastings was their insistence on ol taming for their own pnsate 
transactions the prudegos of exemption attaching to the goods of the 
Company 


34 The task of abohshiog the inland duties was taken np 
Th, Co»,« 7 -. m. '"-“''''S "■ 1835 <ma ™ Mmpleled m 18J1 
traton In the meantime though the import 

duties on goods entering India continued to be levied to some extent 
at different rates m different proinicc^, « furlj consistent tariff 
had been esol\cd Generally speaking the duties on raw produce 
arere at the rate of 31 per eeiit and on manufactured articles at 
3t or 5 per Cent , but until 1848 these duties were doubled m the 
case of goods imported m foreign &hips After this date the nation 
ality of the shipping was ignored but differenhsl duties couUuited 
to be levied np to dSot) m accordance yxiih the natianRhtv of tl e 
goo* the duty on fore.gu good, bemg double the duty on British 


15 In 1859 the necessity of raiBino- 

/ oi rawing more revenue to meet the 
The tsnff alter the Mutiny Occasioned by the Mutiny led 

10 1. ToTlsm ma euiaiicruient “/ ^ 
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liriff The diffcrentnl dulies on Britidi nml forcipn poods ware 
dwlishcd The peiicnl ntc of duU which Ind been 5 per cent 
wis nt«cd to 10 per cent the dut> on cotton jnrn nf the siinc time 
b inp raised from OJ to "> per cent An experiment 'vas made b^ 
lelcctiiijr certiiii articles of liixurj for a Rpecinl rate of 20 per coit 
lhi« howc\cr pro\cd unremunoratne and was abolished m the 
next jear Ii 1^G2 the dutj on cotton piece goods was reduced to 
S per cent aid tint on \ irn to 3} per cent In 1864 the general 
rite of dut\ M IS lowirtd from 10 to 7\ per cent All these rcduc 
tions reflected the accepted iwlica of trjing to re\ert to the i itcs 
m force before the Miitiiij and the improvement in the finances 
which ms e.radudl\ linking, this possible 


16 The next important step however, was delajed for some 
The.toMonotitacno ' md it came Hic mUon dutiM 

rai evstoms dot ei contiovers} had alrcad} begun to cast 
its ill omened shadow over the tariff policy of India When 
in 1875 the Government of India found themselves in possession of 
a surplus thej utilised it partlj m the abolition of a number of 
export duties and paitlj m revlucnig the general rate of import duty 
irom 7i to o pci cent leaving the duties of 5 i or cent on cotton 
piece goods and of 31 per cent on cotton jarn untouched 'Tins 
action was disapproved hj (he IlomcOovcrnnicnt and ns a result of 
the strong agitation conducted by the Lancashire cotton trade the 
Government of India were directed to abolish the cotton duties as 


soon as then finances permitted The partial abolition of the cotton 
duties in 1878 and 1879 led on m 1882 to the abandonmeitt not only 
of the remaining cotton duties but of tlie whole of the general 
customs duties the Government of India concluding that the duties 
still existing caused an amount of friction scrutiny and interference 
with trade quite incommensurate with the net revenue they pro 
duced From 1882 to 1894 no import duties were levied m India 
with the exception of the duties on arms and ammunition which were 
retained for administrative purposes the duties on liquors opium 
and salt which were complementary to the excise policy, and a duty 
of J anna per gallon on petroleum which was imposed for revenue 
purposes in the jear 1888 


17 Reference has been made above to the existence of export 
E^ortdnM. These mdeod were an integral 

feature of the early tariff policy and 
jvere levied generally at a rate of 3 per cent ad valorem 
on practically all exports, certain specified articles only being exempt 
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Tlir jniuu c'ccmptioiis m 1859 ^^c^c cottonwool (t c , raw cotton)i 
sii^ar, tobacco and raw silk I^xport duties a\crc at this tune IcaieJ 
at the rate of 2 annas per niamul on Rmin, Its 3 per maimd on 
indigo, 4 per cent ad tolorrm on lac, and 3 per cent on all other 
articles Though the rates were low and the dutiCB ■were lc^ icd solely 
for purposes of rcM.nuc the principle was regarded as unbound from 
the point of MOW of econoimcs, and a consistent pohej of abolition 
was pursued home iinpoitint additions weic made to the list of 
escmptions in 1860, notahlj tei, coffee, wool, jiitc and raw hides 
and skins, but a liea \’3 dutj was iinjiosod on saltpetre In 1807 
the export dulj schedule w is reduttd from 97 items to 9, one of tli** 
duti''s abolished being that on i>ilt|)ctrc In 1873 the dutj on wheat 
was taken off, and in 1875 the list was reduced to three articles 
indigo lac and nee Ihe two former were freed in 1880, but the 
duti of 3 annas per maund on rice suraued from financial consider 
ations the ibohtion of the general import duties lu 1882, and has 
continued at thc.samc rate to the present da> 

18 la 1894 the fall in the stcrbng aalue of the rupee rendered 
0 « Ol acccssirj Blld cU5loms dulic. 

dnlics bj the wcrc roimposcd But while the duties were 

cottoa «Mie again ItMid at i general rate of 6 per cent , 

with railwaj mitcrials and machineij left free and only 1 per cent 
0 1 iron and steel the Sccretarj of htatc declined to allow any duty 
to be placed on the chief article of impoit, ii;, cotton goods TJie 
reaenue situation, ho^\e^c^ made it impossible to maintim this 
exclusion ot cotton goods from the tariff, ami in December 18D4 aii 
import duty of 5 per cent w is pi iced on cotton piece goods and yam, 
accompanied by an excise dut> of 5 per cent on Indian yarn of 
counts abo%c 20s The excise on jarn <ljd not gno batisfactiou to 
the Lancashire cotton iiulubtrj, and nccordinglj in 1896 the duty on 
cotton piece goods was loweied to 3i per cent an excise duty at the 
same rate was placed on all Indian mill wo^en cloth, and cottou yam 
was admitted free of duty. 


19 The tariff as reimposed lu 1894 romamed m its mam 
General character of the essentials unaltered till the war In 
It cmisislort „f T 

ol dutj impowd < 11 . iioul, all import. It, obj^t „melv 

retcauo, tat alicrc tlio lii.>m!. of cteii the low rate of 5 pet cent 
was tliotiglil likely to iinpcilo the doselopaiciit ot the eouiitry as n, 

the case ot ra.hray material, machmory and iron and steel speurt 
oaoeplions were made On the other hand l..,„ors and toha eo w ri 
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Finf’lctl out ns cipiMe of Molding n pood revenue at compirativclv 
Iitfih rates of taxation v\jtlioui aii} iiijurj to the countrj 

20 In lOlG the financial burden imposed bj the war iicccvsitatcd 

an oiiliniiccmcnt of the tariff The 
recent cntenccmcnti 5 

7-i per cent There was a considerable curtailment of cxciiiptioits 
Jl'^chincrj, other tlnii tint for cotton mills, and rnilwaj mat rial 
were now taxed at 21 per cent, and tUc dutj on iron and btctl was 
raised fioin 1 to 21 pi r cent Stun, in cojisulLintion of tin. largo 
impoits and Die coii'-c.fiuent large rexcniic which it was likely to pro 
(luce w IS subjected to a dutj of 10 pei cent and considerable lu 
creases were ina{le m tlie duties on Iniiiors and tobacco The cotton 
dutj and excise still Kitinined at tl per cent In the following jear, 
largely as a result of the coiilnbiition of £100 million made hj India 
towards the prosecution of the war still ftirfhci levcmic had to he 
found The cotton dutj was therefore raised to tlic pcnci \l hvcl 
of 71 per tent the excise rcinainiiig uiiclnnoCd at Jt per cent 

21 In 1921 the Cloxcinmcnt was fated with an unprecedented 
deficit and further hr^c changes were made ni the tarilT, which wcio 
designed to produce an additional revenue of 8 crorcs of rupees 
The general rate of dutj, including the duty on cotton piece goods, 
was raised from 7i per cent to 11 per cent the excise rcmamiiig as ^ 
before at 3] per cent The special exemption, however, wlii6Ii in 
MOW of the excise the cotton mills bad ciijojcd in rcs])cct of imports 
oi nuchincrj and stoics was withdiavsn The duties on liquors 11 ml 
tobacco were cnhaiietd once mote, the duty on sugar was laiscd fiom 
10 to 15 pel cent ami a high specific duty v\as placed on matches 
Tiually certain articles 111 the natuie of luxuries, such as motoi cars" 
silk piece goods and watches were siiigltxl out for taxation at the 
rate of 20 per cent 

22 But the finincnl embarrassments of the Qox eminent and 
their need of more revenue from the customs vxcie not even yet at an 
end and in 1922 avliilc vxe were still prosecuting our enquiries, it 
Was found essential to make further far rcacliiiig cliongcs in the 
tariff The general rate of dutj w raised ironi 11 to 13 per cent , 
but the dutj on cotton piece goods remained at 11 per cent , the 
excise also renniLing micliangcd at per cent TJic diitj on 
machinery was retained at pei tent but the duty on non and 
steel and railw aj m i(< ri ils w-is raised from 21 to 10 per cent 'Iho 
duty on matches v\as doubled and that on Migar raised from 13 to 
2j, per cent Cotton y irn, wliicli bad since 1890 been free, was 
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at 5 per cent The «luU on kcro'icnc vns r^lsccl by one anii'V 
per r.’ilUn nnd m c\oi t tl«t\ ot me mm j>rr ^allon Mas placed on 
kerosene producid m Ijuln The diit\ on those articles Mhich had 
1 ■’cn em^lc 1 out for the pj ecnl rate of 20 per cent m 19“’! avas noM 
1 i Rcd to dO pci ci.nt Such increasts as it was belicacd that Iiqno»^ 
conld still ben Mitliout f ti pioducc increased reaenue Mere 

imposed but the tixitiou on tobacco a is coiisi Icred alreada to 
haae reached the productiac limit 

23 U is nbaions that the 1J2_ tariff has ti laclled a lon„ aaav 

Chaml,rottl,.l.r,.„l ™ 'o'-™ 

tanff The c-ci oral rate of data is no longer 

bav and aaide breaches hiac been made in the old pnnciph of 
uniformity Omittin^ a limited fiee list are Inae noaa an imports 
ant cln«s taxed at 2J per cent a second important class at 10 pe- 
cent and a third at 30 |er cent aabile smli largely consume J 
commoditica as cotton piece ^ool« cotton a am sugar petroleui 
and matches in addition (o li piors and tobacco arc taxed at special 
r ites It IS obvious too that considerations other than tho«e of 
icaenue cannot fad to obtiwdc tUcmsclacs lu the fraraiUo of a tsriff 
contaimng such hieh duties and such a great aanetj of rate* 

-4 InotJ er ioi( ortant fcituro ul ith 1 as emci ged m recent a ears 
. ^ , is the tendency to reaert to export duties 

It his aucada been tsplimcd hoar at ouo 
time loaa exp rt duties aacre Icaicd on almost aU articles of export 
and hoaa a polica of abolisbm^ these duties a\as steadilj pursued 
until onlj the data on ricc remained The financial difficulties of 
1916 gaac rise to tavo near export duties one on jutc both raw 
and manufactured the other on tea In 1917 the export duty on 
lute avas doubled In 1919 a princij le aaae introduced which atus 
entirelj near to the Indian tariff Hitherto all export duties had 
been levied solely for the sake of leaeime But the export duty 
on raw liidca and skms impo®cd in that rear uas put forward frankla 
as a measure of protection for the Indian tanning induitn It 
also oonlamcd another novel prmciplc by protidmg for a rebate 
a* two thirds ot the duly on hides and skms esported to the Emmta 
ti id there tanned ^ 


2o A tendenev which si onld he iiotnl considermg the recent 

r™m "Tiirs™ 

and tlie mcrcasins pioj orlion wliieh th irre'enuc'l 

revenue The followin, table shoua the revenue demed tl reeil 
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CHAPTER HL 

The Economic Position in India 


2G In un of Inih't s prosont cconorasc position flio out 

stnmln jr leiture must lie the predominant 
of /.sucllliirf .No lf='i than 224 
million people rcprosentin" 72 per cent of the population were 
nturtPil at tie ecusus of lUl ns dep n line for tlieir Iirelihood on 
pasture niul n’licnltine \\hate\or maj be the ileaclopments on 
the mdostrnl side it is hanlls possible to contemphte a time when 
nsriculturc uill cease to bo wha* it always has been m India the 
occupation nt the groat mass of the people 


27 If wo take 1919 ‘‘0 \\l icli is the last normal vear for winch 
Tk. «op, .»J •"•'■'•'ble the (ollotnnR Itble 

thecitenttowiici they are indicates the comparative importance as 
eaported mcisurel b\ aiea of the principal crop# of 

India t1 ough it should be stated that uith the exception of wheat, 
cotton and jute the figures eeiierallr exclude the cultivation in Indian 
States 


Rite 

79 4 millions of acres 

^Vheat 

29 9 

Cotton 

23 3 

Janai 

22 4 

Oilseeds 

14S 


14 5 

Oiam 

12 6 

1 arlej 

74 

Itfaize 

66 

Tute 

28 

Sugarcane 

27 


OE the food giiins there is in nornnl times s oonsideraHe 
esport both o£ nee md siheat thonjU the proportion of tfe emp 
exported does not nmoimt to more than shout 7 per cent in the 
esse oE nee and EO per cent in the else of mhest Reel i 

exported to an appreciable extent Of mr,*. Barley jg also 

'iienT ur tile cotton crop on an average 
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m recent years the amount esported is not far short of half of thn 
total production, and m many 3 ears it has exceeded half. T^o pro- 
portion of oilseeds exported ^anc 9 conxiderahli' with the different 
seeds Linseed, for instance, is grown mainly for export, whereas 
the exports of groundnuts, rapesecd and sesamum probably do not 
exceed about 20 per cent of the total production In the aggregate, 
howeicr, the exports of oilseeds form a lai^c item in India’s foreign 
trade The exports of raw jute, though on the whole diminishing 
with the growth of the jute industry, still represent n largo aolumoj 
amounting to somewhat less than half of the total crop 

2S All authoutics agree that Indian agriculture fails to ohtaiu 
tue 3 lelds of which the countrj is capable 

Jg..cullur.l r,rfucl...L 

lull Cominissiuu, “ there IS a \ast field for impro\emcnt in the 
cfBciency of the methods ’’ A striking example to which attention 
has receutlj been directed is that of sugar It is stated by the 
Indian Sugar Committee that India’s outturn of actual sugar per 
acre is less than one third that of Cubs one sixth of Jai a and one- 
6 e^enth of Haw 111 Smularlj the jicld of nee, of wheat and of 
cotton in India is poor compared with the standards of the more 
advanced countries 

20 On the agricultural side therefore we have a production 
huge indeed in tctal volume, but still capable with improved 
methods of great increase Tins production provides all the food 
grams consumed in the countrj, and in normal 5 cars leaves a 
moderate surplus for export It jields a verj large crop of cotton, 
about half of which is worked up m the country, while half is 
exported It provides the gutc supplj of the whole world, of which 
the proportion w orked up in the country is increasing c\ ery j car 
It gives a large crop of oilseeds, which not only satisBcs the whole 
demand of India, hut leaves a large and valuable surplus for export 
It furnishes some 40 per cent of the tea supplied to the world’s 
markets, and finally it provides the whole of the raw sugar consumed 
in the couutrj, which is roughlj seven times as great gs the quantity 
of refined sugar imported 


30 On the industrial side India has two gieat textile industries 


Indian induetriea 


on modem lines, cotton and jute In 1919, 
which IS the latest jcai for which 


Statistics are iv ulable, there were 277 cotton spinning and weaving 
mills emplojing 306,310 persons, in addition to 140,786 emplojed 
in 1,910 cotton ginning, cleamng and pressing mills The jute 


D 



IB 
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industry possessed 7G milla cmploym,; 270,079 persons, besides 211 
jule presses in ivlnch 33,316 persons were employed Next after 
these tiro great industries come the radiroy workshops mth 326,131 
employees, and nee mills with 48,563 Engineering workshops, 
tanneries, tile factories, iron and steel orks, mineral oil and many 
other industries employ appreciable numbers, but out of a total of 
industrial workers for all India which is returned at 1,367,136 the 
cotton and jute mills together with the gins and presses and the 
railivaj workshops account for no less than 882,625 The abore 
figures relate to what are known as large industrial establishments 
and take no account of the important industrj of coal mming, which 
in 1919 emplojed 203,752 persons nor of the numerous ■Milage or 
cottage industries of uliich far the most important is that of hand 
loom wearing nhieli is bebeied to pro\ide employment for over 
2 miUion workers 


31 To sum up the industrial position, we find lu the cotton and 

^ ^ jute mills two important industries of 

0 ft us m poM Oft irtodern t\pc, a considerable diffusion of 
mechanical engineering represented bj the railway workshops and 
the pri'vate engineering worl s which are now springing up, the 
beginnings of an iron and steel industry, and a number of minor 
industries, none o£ which has yet reached the stage of being a 
serious economic factor in the countrj In addition there la a large 
production of mmcnl oil and there is the important industry of 
coal mining on the future of which the industrial de%elopmeiit of 
the country largely depends Finallv, scattered throughout the 
country, unorgamzed and handicapped by methods of marketing 
and finance that hardly permit tlicm to rise abote the lowest 
economic level, is a vast army of handloom weavers 

32 Turning from the existing facts to the condition^ for a 

further development of industries, it apnears 

whole of high quality are sufficient in quantity, that hydro electric 
schemes arc likely to play an important and increasing part in tho 
provision of power for industries, and that there arc certain nn«c.h, 
ht.es o£ uhhsmg Ind.su 0.1 fud Tlio situahou may there- 

fore be regarded as satisfactorj ^ ineie 

- 33 As tesardslalonr thcto . au 

.u ml? paru “ 

the namhets re 3 «.red tor _efflc.ent culhtat.on, 
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cause*?, ^Incli are partly to be found in deficiencies of bousing in 
industrial centre*, and partly in the hereditary conservatism of tho 
people, esJiibits at present Rome icluctance to adopt tho life of 
industrial labour As a result it is found that labour for industries 
13 sometimes scarce nnd generallj migrator} Further, the labour 
Bhpply rccniitcd from this source w nccc^arily unshilled, nnd there 
13 a great dearth of sliillcd labour to which we refer m Chapter VIIL 
34 As regards the supply of raw materials India stands 
in a favourable position, ns is shown by 
Oenpral coniiion* habitually cxpotts large 

quantities She also provides for the products of many industries 
a large home marlet, capable of absorbing an output enormously m 
eveess of that winch her factories at present produce The system 
of transport is fairly developed m most of the province* nnd though 
the condition of tho nilwavs has m consequence of the war fallen 
far below a reasonable standard funds arc now being proMded 
v/liich should enable the railwajs withm a few jears to give tho 
facilities which industrial deiclopmcnt demands Fmall} the difli 
culty of finding Indian capital which some j cars ago seemed to 
impose a definite limit on the expansion of Indian industries seems 
to be vanishing gradually under the influence of new ideas bred of 
education, new banking facilities and a new enthusiasm for the 
employment of capital m mdustnes 

35 The foreign trade of India has expanded almost without a 
check for the last 50 jears and is now of 
orcitTi ra a mIiic uiul importance The aicrage 

total saliie of imports and exports of merchandise in the qnmquen 
mum 18G4 5 to 18G8 9 was 87 56 lakhs of rupees The corresponding 
figure for the quinquennium 1909 10 to 1913 14 was 375 90 In 
1913 14 the year before the war the value was 440 32 in 1919 20 
it wa« 534 76 , and m 1920 21 it had risen to 59194 In 192123 
however there was a set back, the value being only 510,05 In con- 
sidering tho post war figures it is necessary to take account of the 
enormous rise in prices, producing a corresponding inflation m the 
value of the foreign trade Jn actual volume both the imports and 
exports of merchandise in 1920 21 were less than those of 1913 14 
36 The normal distnbution of this trade has shown a large 
■n surplus of exports over imports of mer- 

aaaeec e chandise reduced by Steady net imports of 
treasure but leaving m the end a very considerable excess value of 
exports which enables India to discharge her overseas obhgation in 
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tbc matter of jntorfst on debt nml the borne charges The following 
tal)l 5 c?Iiibitg the position m this respect for o jears before the war, 
D jeara during the war and the first postwar jear, 1919 20 • — 


(fn lalvfis of Kupees } 


— 

Axera'^ 
1900-10 to 
WlS-ll. 

Axerage 
19UI5 to 
lets 19 

1910 20 

Net exports o! morelianiliso (mcl rCjoj dot 

eratnent storos) „ 

50 

C0&3 

111 06 

l»et impoila ot ttta^uto ^ 

08 63 

31 77 

64 '0 

Excess ot exports , 

ascs 

3181 

1650 


1 hia norinil course wns abruptly upset in 1920 21, when instead 
of an e'seess of exports amounting to 30 or 40 crorcs, there wi? an 
excess of imports o! no less tlnn 89 crorcs In 1921 22 the excess 
of imports was stiU ns high as 44 crorc« but there are recent indi 
cations c£ a return to noimal conditions 

87 The following table indicates the nature of the import and 

A»«ljS! o! .mtort! ;i«l 
export! 

(In lolclis of Rupees ) 


1 

Average of 
fixe pro at 
years 

1909 10 to ' 
1913 IL 1 

Axerage of 
five aat 

wfr'i^to 

9 8 19 

ISIDRO 

19 O'*! 

19^1 "1 

lurosT! 






Fore\yn 3f<^e^anll le 1 






1 Food dnnlc and to'baeco 

2,8, 

C"9 

41 13 

35 97 ' 

S0r3 

II Raw materials a d pro- 
duce and art cles mainly 
anmanufactnred. 

10 03 

0 52 

1-3?' 

1711 ' 

1 

2'* 01 

lU. Art cles wholly ot mainly ' 

mannfactnied. 

11180 

lOSSr 

145 35 

'’"4 97 1 

1S9 47 

IV il sceUsneousand nnclasei - 
fiol 

217 

{333 

41 

755 

4 31 

Goxem'mcnl stores 

Total 

S8» 

11.15 

13 73 

11,54 1 

1107 

ISIC 


■ 

■ml 

"80 50 
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(In hUis of Rupees ) 


— 

Aren?* ot 

l/ WO to 
1313-11 

ATcnca ol 
firo ifar 
jewa 

1911 IS to 
19is.ie 

1919-20 

' io-:o-2i 

1921 '2. 

Exfobts 



1 



Indian Jf«re^an<li*< ~ 






L food, dnnkaiid tolacrOM 

CU97 

89 57 

42 33 

43 C7 

£3 51 

IL Baw msteriaU A&d 

dnceanl aTtieloa m-uijj 
(Lmn&nTitActiiF«<L 

102 53 

81% 

US S3 

1(3 43 

109 73 

III. Article* wtotlr ct mainlr 
jnanofaetnwl. 

SI S3 

09,10 

103 •'5 

SC91 

Cl (7 

Mi<o«1bncoTii acluscliiagi 
fied. 

212' 

201 

ITI 



OvFcn m«nt itorci 

11 

1 72 

5 00 

9 £9 

3 SI 

Total 

1 219 Cl 

2l SO 

"14 03 

"4" 69 

J>“o 

Graad Total (azclsd ng 
tetzpoita] 

j S“l i9 

- *J1 

1 t.S 

SOoU 

513 “O 

1 


38 The figures show that ordinanij "0 and 80 per cent 

of the nnports sie niclnded in the cla«s of articles whoU> or mamlv 
nnmifactured tlie oiilj Hr^c head of import outside this class bonig 
sugar, ulueh comes under the heading food, drink and tobacco ’ 
I'spoits on the other hand are moie e'Culj distributed, raw 
matemh. such as cotton, jute, oiUeeds hides and skins, represent 
mg between 40 and hO per cent of the total manufactures (mainly 
jute and cotton) oaer 30 per cent, and food drmk and tobacco, the 
principal items being gram and tea, about 20 per cent The chief 
manufactures imported bj India are cotton goods including jarn 
which represent about 30 per cent of the total imports, iron and 
steel 8 per cent , machinery 6 to 7 per cent , railway plant 4 per cent 
and hardware 3 per cent Detailed figures showing the a alue of the 
different classes of imports and exports are gneu m Appendices 
B and C 

39 The distribution of the Indian trade among the various 
DiilnVutionof foreien countries of the svorUl is of considerable 
tra-le interest In the T 5 ears immediately pre 

ceding the war COS per cent of Iiulnn imports came from the 
Empire (of which 02 8 cimc from the Unded lungdom) while 




22 


cnAPTBii ni 


30 2 per cent enme from foreign countries, chiefly Germany, Java, 
the 11011011 States, Japan and Austria Hnngarj’. Of the exports only 
41.9 per cent, ivent to the Empire, the United Kingdom taking 
25 1 per cent. The remaining 58 1 per cent, ■went to foreign conn^ 
rics, and though no one country took even half -what the United 
Kingdom took, there 'U’erc substantial exports to Germany, Japan, 
the TJmtcd States, France and Belgium. In 1921*22 •when trade iras 
beginning to Rcttlc doivn once more after the drastic disturbances 
of the •war, the position as between the Empire and foreign countries 
was not "vcTy different to •what it had been before the war. The 
imports from the Empire had fallen from 69 8 to 66 0 per cent , 
imports from foreign countries rising correspondingly from 302 to 
33 4 pjcr cent The distribution among the foreign countries however 
had changed lety appreciably. The large German imports had, 
fallen aivay to a comparatively small figure, while the United States 
and Japan had both assumed a very important position Java conti- 
nued to bo one of the chief among the foreign countries from which 
Indian imports are derued With regard to exports the British 
Empuo took 37 3 per cent instead of 419, and the share of tho 
United Kingdom had fallen from 251 to 10 7 per cent Among 
foreign countries Japan and the United States stood first, followed 
by Germany. The percentages are given in detail m Appendix D 
40 The general conclusion is that the United Kingdom still 
stands easily first among the countries suppljmg goods to India 
She also takes more Indian exports than any other single country, 
though the proportion seems to be dimimslung The two next most 
important countries in the matter of trade relations are the United 
States and Japan, while the imports from Jiia and the exports to 
Germany are not inconsiderable 
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CHAPTER IV. 

The Importancfe of Industrial Development 


41. "We Iiavc in the preceding chapter gi\en some account of 
ccononuc positiOD Wc 
lormcaiiainiiA ba\s pointed out the enoimous proportion 
of the population deptudeut upon agriculture We have indicated 
alto the growth of the important mduslnes of cotton, jute and coal. 
A few of the witnesses uho haxo appeared before us seemed to be 
satisfied with the progress m industrial development which India 
has made aud is making It is pO'Sible for those who U'C in one of 
the industrial centre* cf India to hold such sucw. But we feel 
that it is not possible to endorse them when we extend our range of 
Msion to ludia "as a xvholc Industrial progrc's there has been, hut 
on a limited scale, aud in comparison with other countries it has 
been slow We hold that the industrial development of India has 
not been commeusuratc with the size of the country, its population 
aud Its natural resources, and \\c accept the conclusion drawn by the 
Indian Industrial Conmitssion, which at the close of an enquiry 
extending over two jear^ summed up the position as follows — 
'• The industrial ssstem is •unesenlj and in most cases inadequately, 
dexeloped , and the capitabsts of the eountrj, with a few notable 
exceptions, have till now left to other nations the work and the profit 
of manufacturing her saluable raw material--, or have allowed them 
to remain unutilised ” 

42 Wc proceed to consider the particular adxantages which an 
AdTinta^ei of d«T«ioj> mcTcascd dcxclopment of industries m 
Beat of itt-iogbiM India may be likely to bring In speakmg 
of a dex elopment of industries wc must be understood throughout to 
mean the development of industries which are economically sound, 
of which, in a country of such great natural resources, there should 
be no lack The estabUshment of such industries will beyond all 
doubt luercase the production of wealth and enrich the country 
generally It wiU also help to redress that excessive dependence on 
agncultnre, the effect of which is summarised in a sentence m the 
Report on Ind ian Constitutional Reforms: “ The economics of § 
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302 per cent cirae from forei"n conntrjes, chiefly Germany, Jara, 
the United State's, Japan and Austria Hnnparj Of the exports only 
41 9 per cent srent to the Umpire, the United Kingdom tatmg 
2a 1 per cent The remaining 58 1 per cent svent to foreign count- 
ries, and thongh no one country took even half avhat the United 
Kingdom took there arere substantial exports to Germany, Japan, 
the United States France and Belgium In 1921 22 ■when trade Tvas 
beginning to settle doavn once more after the drastic disturbances 
of the Tvar, the position as bctu'ccu the Empire and foreign countries 
aras not very different to arhat it had been before the war The 
imports from the Empire Lad fallen from 69 8 to 6G 6 per cent , 
imports from foreign countries rising correspondingly from 302 to 
33 4 y or cent The distribution among the foreign countries however 
had changed aery appreciably The large German imports ha<^ 
fallen away to a comparatively small figure, while the United States 
and Japan, had both assumed a very important position, Java conti 
nued to he one of the chief among the foreign countries from which 
Indian imports are domed ‘With regard to exports the British 
Empire took 37 3 per cent instead of 41 9 and the share of tho 
United Kingdom had fallen from 25 1 to 19 7 per cent Among 
foreign countries Japan and the United States stood first followed 
by Germany The percentages are given in detail in Appendix D 
40 The general conclusion is that the United Kingdom still 
stands easily first among the countries supplying good‘> to India 
She also takes more Indian exports than any other single country 
though the proportion seems to be diminishing The two next most 
important countries in the matter of trade relations arc the United 
States and Japan while the imports fiom Jaaa anti the exports to 
Germany are not inconsiderable 
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CHAPTER IV. 


The Importancfe of Industrial Development. 


41 ^\c Iia\c in tlic preceding chapter gi\cn some account of 
W6aaxto»au.in.idcro- prc-jcnt ccoiiomic position We 

lopraeniininia ha\s pointed out the cnoimous proportion 
of the populitioii dependent uimmi agriculture e ha\e indicated 
also the growth of the impoitmt industries of cotton, jutc and coal 
A few of the witnesses who base appeared before us seemed to be 
satisfied with the progress m industrial dcselopment which India 
has made and is miking It is possible for those who li\c in one of 
the industrial centres of ludn to hold such mows But wc feel 
that It is not possible to endorse them when we extend our range of 
Msiou to India is a whole Industrial progre s there has been, but 
on a limited scale aud in comparison with other countries it has 
been slow Wc hold that the mdustuil Uc\elopmcui of India has 
not been eorameusurate with the &ize of the country, its population 
md its natural resouiccs and we accept the conclusion drawn bj the 
Indian ludustrjal Commission which at the close of an enquiry 
extending oscr two jears summed up the position as follows — 
" The industrial ssstera is uncsciih and m most cases inadequatelj , 
descloped , and the capitalists of the countrj with a feu notable 
exceptions has e till now left to other nations the u ork and the profit 
of manufacturing her saluablc rau materials, or haac allowed them 
to remam unutilised ” 


42 We proceed to consider the paiticular adiantagcs which an 
AdTaatijcs of <ieTeiop »ucrcascd dcstlopmcnt of industries in 
ment of indaitncs India maj be likely to bring In speaking 
of a del elopmcnt^of industries we must be understood throughout to 
mean the development of indostrics which are economically sound, 
of which, in a countrj of such greit natural resources, there should 
be no lack The establishment of such ludustnes will bejond all 
doubt increase the production of wealth and enrich the country 
generally It will a^o help to redress that cxcessite dependence on 
agricnlturc, the effect of which is summarised in a sentence in the 
Report on In^an Constitutional Reforms “ The econo mics of § 
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country ivhich depends to ko great an extent as India on agriculture 
inust be unstable ’ ' 

43 But there ore also advantages vrluch require more careful 
rf op.t.l analysis In the first place it is generaUy 
tcioMcce. belie\cd that appreciable capital resources 

are at present wasted in India, and successful industrialisation may 
bring these resources into use It is true that the practice of hoard 
ing, the extent of whicli is Bomctimcs exaggerated, and that 
of imosting saijDgs in ornaments, irhich is bejond dispute, may 
but slowly Yet they arc likely to jield more rapidly in the face 
of a strong demand for industrial capital than under any other 
conditions Purther, there con be little doubt tint the joint stock 
Bjstem which prc^alls in industry tends to attract small driblets 
of capital uhich nould otherwise lie unused There is a further con 
sidcration of some importance m this connection The dc\clopmcnt 
of industries imU facilitate the accumulation of capital in a form in 
which It IS readilj a\ailable for use Industries place dividends in 
the hands of those who are more likelj to use them for fresh invest 
went Tuither, the profits of industries arc as a rule not distributed 
111 full in the shape of dividends Roscr%c funds are kept, which 
create new capital automaticaUj Apart from any question, there 
fore, whether the profits of industries oi the piofits of agriculture 
me greater it may safelj be a<scrtcd that the profits of industries 
arc more likely to go to the crcaliou of fvesh capital than are the 
scattered profits of agriculture * 


44 It might be argued that the attraction of capital to ludus 
tries winch we anticipate will have a harmful effect on agriculture 
by diminishing the amount of agricultural capital Wo do not 
think that any such result is likely, So far as agriculturists at 
present lock up their capital m the purchase of ornaments or 
invest It in Government paper, the employment of this money in 
successful industries would produce more profit, which could if 
necessary, be devoted to agriculture, while at the same time^no 
capital -which is being actually employed for agricultural Durnosps 
IS -mthdrawn On the other hand we see no reason to hcl.p,.. 
that the capital employed in agriculture, so far as it is prOTidS t 
It largely is, through mortgages on laLd, is ReWo ’ 

diminution, so strong is the sentiment in f-itmi,. ^ SQner any 

land Wciua> safelj eonclod. CXe it 

of industries will attract into use as capital a <^c^elopment 

money now lying idle, and that it will at.mulale acoTmuTS o1 
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new capital Nor roust the possibilitj o£ attracting foreign capital 
be foi^ottcii These arc \cr3 aubstantial advantages in a country 
the deiclopmcnt of uhich m cverj direction is retarded bj insuffi- 
ciency of capital 

45 Another sphere in which industrial dtvelopracnt will 
Mor.aa™nt»E«.i..™plor producc generally favounWe results la 
meat ©I Ubonr that of employment of labour Labour in 

India presents some paradoxical aSpccts In mnnj parts of the 
country it is still true, as noted by the Indian Famine Commission in 
1880, that “ the numbers who ha\c no other employment than agri- 
culture are greatly in excess of what is really required for the 
thorough culti\ation of the land To this extent there is a clear 
waste of man power, and >ye should expect to find a surplus popula- 
tion seeking employment And to some degree this expectation la 
realised There are certain areas, iiotabl> Madras and Bihar, from 
which large numbers emigrate to centres of emplojmcnt whether 
within or without India And jet the general complaint of Indian 
ludustnalista is of a labour supply barely sufficient for their needs, 
while a surplus population still remains on the land The esplana 
tion of this economic paradox maj be found m two sets of condi 
tions one artificial the other natural The deiclopmcnt of industries 
has been confined to a few centres m India and the housing facilities 
for the labouring classes m those centres lia\e not kept pace with 
the needs of the population In the cotton mill industry the 
difficultj of obtaining labour both m Bombaj and Ahmedabad may 
be attributed largely to lack of housing accommodation and of favour- 
able social conditions In the coil industry of Bengal the made 
quicy of the labour supply could also bo remedied by better housing 
accommodation These conditions discourage the inflow of labour to 
industrial centres, and account partly for the fact that considerable 
numbers of Indian labourers prefer emigrating from India to taking 
work m the country These artificial impediments to a free supply 
of labour are obiiouslj such as can be removed and m more than 
one place the -necessary remedies are being applied Difficulties of 
labour snpplj therefore due to such causes cannot be regarded as 
more than temporan But there are other factors founded in the 
nature of the impulation which tend at present to limit the supply 
of industrial labour Tlio«c arc the consenatism of the agricultural 
classes their intense attachment to their own liomes anl the tndi 
tional Milage life and their dislike of regular hours of i ork ami 
industrial conditions poncrallv We do not lioweier tlimk tliat these 
tendencies will long resist the powerful forces working m the other 
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direction The present obstacles therefore 'which stand between the 
surplus agricultural population and industrial employment appear 
to 'US to be due to causes of steadily diminishing effectiveness We 
belve%c that an adequate supply of labour for industrial develop 
ment ■wiH bo forthcoming, and that this flow of labour from ^’lUagcs 
into industries, resulting m a more economic employment of the 
labour supply of the country, must increase the country’s wealth 


46 The more economic employment of labour leads to an 
increase in the output of natjonal wealth, 
flcTcaao la wages enables a higher remuneration to 

he gi\en to lihour The real "wage of the industrial labourer is, as 
we tshould n iturally have expected, far higher than that of the 
agricultuinl labourer, and the extension of industries will mean 
that a glowing proportion of the population will enjoy increased 
lasourccs The good wages earned in industries will also have some 
effect on economic conditions m the Milages It is found for 
instance in those parts of the country from which industrial labour 
IS drawn thnt, while some members of a family go to work in the 
factories and others stay m the village, the family as a whole 
retains its connection with the village, and a considerable part of 
the Wages earned in the factories goe® to improic the economic 
condition of the family m the village In some areas also it may be 
anticipated that agricultural wages will rise as a result of any con 
Biderable extension of industries Thej will certainly rise in ejm 
pathj With industrial wages m districts adjoining industrial centres, 
and in distiicts where paucity of labour exists already the new 
demand for labour created by industries will tend to raise agn 
cultural ivagea 


I 47 Many of our witnesses have asserted that industrial 
E«ect of inaufitnai deT<r- developmeiit Will solve the problem of 
(,) „» .SSw aenoullural povert, and prOTlde a remedy 

tionsj for the periodical scourge of famine We 

have explained above that the wages earned in industries wiU 
have' some effect on economic conditions m the Milages and this 
TVIU endow the people with greater slaying power Jlny"increa 5 e 
M weaMi wiU laie this effect and naticaUe as it ,s m the Bomhay 
districts, where tho additmnal wealth „ denied from industries 
”i.i ? '!■« aoiiree of the incrcsS 

Bat here again we must not >«t"«nderal„od to^tlrrute 
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auy overwhelming importance 'VTc need only point out that accord* 
mg to the census figures for 1911 the number of persons returned 
under the heading of ordinary eultnators, farm ser%nnts and field 
labourers and groners oJ special products was 210 million, of whom 
4G per cent , or some 9G million, were actual workers, whereas those 
employed m large industrial establishments m India in 1919 were 
on the average only 1 3G7,000 We may take it therefore that tho 
industrial workers are equnnlent to not much more than 1 per cent 
of the agricultural workers Even if the des clopment of industries 
m the near future is ^ erj rapid, the population withdrawn irom the 
land will be but a small proportion . 

48 The general causes wc have indicated above will pro\ ide the 
agriculturist in certain areas with increased resources and thus help 
him m his fight against famine But industrial development cannot 
in any mure direct waj mitigate the effects of famine or to speak 
more accurately, of a failure of the rains It has to he remembered 
that a widespread failure of the rams is an economic ilisastei which 
reduces the output of wealth of the nation The general purchasing 
power IS therefore reduced , and owing to the rise in the price of 
gram it is mainly concentrated on the purchase of food It follows 
that at such a tunc the demand for the products of industries is 
diminished It can therefore be understood how a am is the hope 
that the agricultural labour thrown out of work by a failure of tho 
rams will find employment in industries, and that industries can be 
used as famine relief works It is more probable that at such a time 
industries would be forced to consider the neeessitj of dispensing 
with some of the labour normally omplojed than tint tbej would 
be able to take on additional labour And in any case the bulk of the 
agricultural labour available would not be suitable foi immediate 
employment m factories Cottage industries too are at euch times 
of little support, and indeed it is usually found that the handloom 
weavers are among the first to need assistance in days of famine It 
13 necessary therefore to recognise tint industrial development alone 
will not soBe the problem of famine The real remedy for famines 
lies m the development of irrigation, and the extension of scientific 
methods of agriculture to which mdustrial development by raising 
the general economic leiel of the country is onlj supplementary 
49 A secondar\ though vcr 3 important result of the wealth 


(.0 onlh,rnlta,„„„, “'’“‘nra wiu be ite eiteet on 

the pubuc revenues India stands at the 
threshold possibly of great devdopments, bat m wbateier direc- 
tion she essays a step m advon,ce, whether it be in politics, m 
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education, m sanitation^ m agriculture, she finds progress impeded 
hy vraut of funds Noav so far as mdnstnal de\elopmeiit increases 
the national -wealth, it will of course also increase the taxable 
resources of the countrj and bring increased revenue to the State 
But industrial development also produce-? wealth m a form in -which 
it is Ivhelj to > icld a relativelj high revenue Agricultural wealth is 
taxable onij through the land re'cimc which expands but slowlv 
The profits of industries on the other hand are taxed mainly through 
the income tax and also after distribution to mdiMiluals contribute 
largelj to the customs and both these are sources of revenue which 
respond immcdnjtclj to increased wealth It therefore seems reason 
able to Btipposc that industrial dcaelopmcnt will exercise a fasour 
able influence on the public revenues 

50 Pinalls one of the roost iroportarvi results that may he antici 
(»I) cn the ttitionai from a desclopmcnt of industries 

cJaracicr m India IS one that cannot be measured 


in terms of monet A countn mdustnallj nndet eloped tends 
to suSet from a eertavn intellectual deadness The outlets for 
diversity of talent are few Those who might iia\e shone m a wider 
sphere hate *lieir energies and ambitions cramped in the mould of 
UUiforiiiitK It IS hardlv too much to sa^ that a certain measure 
of mdustnal life and opporturntj is *an essential condition for 
building up a vigorous national character And with regard to 
India the effect on the national chaiacter is hhelj to be particulaily 
marked and particularlj beneficial It has long been felt that 
education in India has not been producing a t'pe of mind with a 
sufficiently practical grasp of affairs, and industrial training is 
calculated to provide the corrective required 

51 So far we hate considered the ad^aIltages which industries 


tut to India We do not, 

Teiopmeat will teduca t&a bo-wcvcr, wisu to minimise any possible 
foodiappiy disadvantages And here we may refer to 

the view that was put before us bj aeteral tvitnesses that industrial 
deielopment might be dangerous to agric-ultnie To them the 
futnre of India pres^ted ijsfjf nmayip a problem of seeuwn- 
a sufficient food suppit for its enormons population The\ 
that ana artificial development of roueu 

population from the laud to the towns -jud tint attract 

remammg on the land would asToV«!f. Population 

number? produce less food it i tm, reduced 

...ustnes ™.U, .e ;« 
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popiihtion from agriculture to industries, to create an increase 
in the demand foi foodstuffs This argument, it seems to tw, 
rests on two unjustifiable assumptions In the first place, it is 
assumed that the transfer of population from agriculture to 
industries svill be large in relation to the total agricultural popu 
latiou We ha^e ahtadj statwl that sve belies e on the contrary 
it must be small In the second place, it is assumed that a 
diminished population on the land must mean a diminished 
production Hut this is ccrtninlj not the case uhen, as we beLe\c, 
the agncultunl population ls in man> places in excess of s\hat is 
rcallj required for the thoiough cultnation of the land Nor 
again is it fur to assume that Indian ngricnltuie must remain for 
e\or in a primitnc stage, and that larger jields uill not*be obtained 
with less labour than at present We consider therefore that the 
anticipated danger to the food supplies of India arising from the 
duersion of labour from agriculture, to industries is unreal 


52 Industrialisation will, boareacr, bring new and real prob 
^ . Icms, arising from the aggregation of 

roistble coBSflioenc** of » » » a 

ae^eratiofls of popaUtioB IS population ID large towns, ana these will 
intohe new expenditure The adminis. 
tratise control of a population of 100,000 in a town is a more 
elaborate and expensne business thin the control of the same 
numbers scattered through a countr>side Low and order are 
presersed less easilj, the neglect of samtarj rules brings a seterer 
ponaltj, the necessitj for education is more urgent Poxerty and 
unemplojracnt may assume forms hitherto unknown in India, and 
maj demand new machmerj to cope xnth them These are possi 
bilitics which should not be ignored But so far as they will 
imohe additional expenditure, thej may be set off against the 
additional rexenue xvluch industnes will bring 


53 With reference to the kind of problems indicated above we 
Sucb iKg g rggTitiop> to bo think that any factors which might mini* 
diBcouragcd. misc ciccssivc aggregations of population 
in a fexx areas deserve encouragement The older industrial nations 
hive realised through bitter experience the ilisadvantages xvhjch 
remit from these conditions, and there is a movement now to try to 
remedj them It might be possible for India, coming late into the 
field, to profit bj this cxpcrjcnec, and we would prefer to sec, so far 
ns It IS ccoiiomicxll) possible, industrial establishments springing up 
111 towns of moderate size all over the country. It is worth remem- 
bering that the natural feelings and habits of the people xnll favour 
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such a tendency, winch would enable the labourers to mamtain closer 
touch with their old \illngc homos One foctor which may have 
a considerable bcariii" on the Imes of doclopmcnt is the question o£ 
railway rates Vtc deal with these more fiill> elsewhere At this 
point we nould onl> say that some witnesses lia^e stated that the 
great concentration of industries at the ports is due in part to favour- 
able rnilwaj rates obtainable to and from the ports We arc not m 
.a position to saj how far tins has been a dccisuc faetbr, hut wc think 
It most important that the de\elopmcnt of industries at suitable 
smaller centres throughout the country should not be hampered by 
any discrimination in railway rates 

54 We hat e considered gcncran> the adv antages and the possi 
eioa on disadvantages winch would attach to a 

oBcaaon considerable de\clopmcnt of Indian Jndus 

tries Wc have no hesitation m holding that such a development 
would be very much to the ndtantnge of the country as a whole, 
creating new sources of weslth, oncoungmg the accumulation of 
capital, enlarging the public rcscnucs, proMding more profitable cm 
ploymcnt for labour, reducing the excessive dependence of the 
country on the unstable profits of agriculture and finally stimulating 
the national life and de\ eloping the national character 
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CHAPTER V. 

. The Choice belween Free Trade and Protection. 

55. The main subject on which we have been asked to report 
TfUrin p.l.c7r«on- « Government o£ 

nenderi. India. This means in effect that we have 

to decide whether a policy of free trade should be continued or 
whether industrial development, the importance of which we have 
explained m the preceding chapter, should be stimulated by a 
protective tariff. We think it convenient to state at once the 
conclusion on this point at which after the most careful con- 
sideration wo have arrived. We recommend in the best interests 
of India the adoption of a policy of protection to be applied with 
discrimination along the lines indicated in this report. In this 
chapter we shall give the reasons which have led us to recommend 
the adoption of a policy of protection rather than one of free 
trade, and in the two succeeding chapters we shall explain why 
we hold that the policy of protection nuwt be applied with discri- 
mination, and will outline the principles in accordance with which 
discrimination should in our opinion he applied. 

56. |We have mentioned in Chapter I the longstanding and 
Strong fMiins In faronr insistent demand of the public for a 
ol^wtectioa, revision of the tariff policy, and in tlft 

course of our tour, during which wc heard evidence at all the chief 
centres in India, we received abundant proof of the wide extent 
of that demand. Not only the industrialists, who might be 
expected to beue6t directly from a policy of protection but 
traders and other classes of the community whose immediate 
interests might seem likely to suffer showed themselves prepondera- 
Vmgly in favour of protection. The evidence which was placed 
before us on behalf of Indian States was also to the same effect. 
.We foiibd a general conviction that the interests of the country 
required a policy of protection, and in face of that a disinclina- 
tion even to consider whether the individual would or would not 
be injured. 
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57 This desire for i policj of protection has in many cases 
been strongly reinforced by a considers 
itacauaeB. India’s past Travellers relate 

that before the advent of Europeans India was a conntrv of 
threat wealth The riches of the courts of the Sloghals, the beautv 
and quality of certain of India s manufactures, m particular of 
her cotton goods, and the lucrat\e trade that attracted western 
adventnrers to this country are matters of common knowledge 
These writers, however seldom glance at the economic conditions 
in uhieh the great mass of the people li\cd. Patriotic Indians 
to dav looking round on the present condition of their country 
see that the old fame and relative importance of India’s manu 
factures haae diminished whilst great masses of their country 
men are still poor and many arc insufficiently fed and clothed 
Contrasting this state of affairs with the treasures of the iloghals 
"nd the world reputation of the Dacca muslins and other Indian 
manufactures and searching for the cause of this great change, 
many think that it is to be found in the policy nf free trade winch 
they believe to have been imposed on India not in her oim interests, 
hut la the interests of the British manufacturers They see that 
other countries such as Japan haae deaeloped their manufactures 
■♦o a Temaihable degree under a system of protection and they 
believe Ihat Indians are fully capable of douig the same They 
think that if India were allowed freedom to decide her policy in 
her own interests she would regain her economic prosperity 
The feeling that this path to riches is barred bv an outside power 
and the suspicion that that outside power is actuated by selfish 
moliaes tend to stimulate the belief m the great results that 
arould accrue from the adoptiou of a pohey of protection All 
these ideas are further reinforced by the new spirit of national 
pride, a spmt which m all countries tends to the encouragement 
of protectionist feeling by demanding so far as possible that the 
nation should manufacture '^hat the nation uses 


58 The protectionist feeling in India to which we have 
rf oikot teterred I'l tittrajtlimfd hj a coasidcra 

ronutnef. tlOO ot til© lanff I 

Kcncrally llirongl.out tl,e TM rid and Hia rehUv.Ir ® 

d.l.an of Indian indnatncs nnder a pollorof ““ 

tlio e.copt.o„ of tlic Unilod Kingdom aU (L ' 
nnliina of th- world aliplio, flieir mdustriET man^lnal 

wall, andCaun ,o owe , heir prosper,,, ,he “ 
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wlucli they enjoy The Bcncnl movement m Etirope toTvardq 
free tndc, vrhich appeared to be scttinp jn With the conclnsion 
of the famons cnmnicrcnl treaty between Enplane! and France 
m 18G0, lasted onh for a few a cars and «as folloued bj a stronp 
reaction never perhaps slronper than in recent years, towards 
protection In 1879 Germanj definitclj adopted a policy of pro 
tection, from which she has never departed, and under which sho 
had made np to the onthrcalc of the war astonishing industrial 
propress In 1881 France turned her back on the free trade tenden 
cies which had neier roallj met with popular approval In 1899 
Tapan, freed from the trammels of the treaty restrictions utilised 
her autonomj to establish a protective tariff, uhicli was consider 
ablj intensified in 1911 The United States, industrially one of 
the foremost countries in the world, has had ever since the time 
of the Civil "War a verj hiph protective tariff, and at the present 
moment appears to contemplate raisinp it still hipher The 
Hritish Dominions too have without exception utilised the right 
of framing their tariff policies m their own interests to protect 
their industries by high duties 


69 India can, thus point to numerous precedents for the 
^ . adoption of a policy of protection Even 

•niioMitt nfsn England it maj he noted 

that her industrial foundations like those of all other countries, 
were laid under a sjstem of high protection The Lancashire 
cotton industrj in its infancj was protected bj an import dutj 
which according to the evidence of Professor Hamilton stood for 
a number of years at about C5 per cent fid valorem The English 
textile manufactures were further protected by a legal prohibi 
tion of the use of various competing foreign cloths It is true 
that the groat industrial development took place as the result 
of the mechanical inventions which revolutionised industry at 
the close of the 18th conturv and that the part which the tariff 
hore at this stage was msignifcant Nevertheless the fact remains 
that it was not until English industries had attained a marked 
pre eminence that the tariff was felt to be a hindrance to industrial 
development "Moreover the movement towards free trade was 
largolv directed in its earlier stages at anv rate by antagonism 
to the protection not of industrial hut of agricultural interests 


rO Tlie conditions in Fnglanl for throe tiuarfers of a centurv 
have 1 oen unlike tho«e m mo I countries and particularly unlike 
thokc in Iiuha Fn^lanls oeoimmir life depends on the export 
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of man^actured articles, the raw matonals for winch arc largely 
imported The maintenance of this vital export trade is obMOiisly 
likely to be fostered by a pobej based on free trade principles 
In India on the contrary there is an abundant suppli of raw 
materials and a ven large home marl ct supplied in great part 
by foreign mamifacturea whilst the export of Indian manufactures 
though offering possibilities of considerable development is 
comparatively small But even in the special conditions of 
England doubts have been frequently raised as to the wisdom of 
too rigid an adlicience to the free tiade doctiine and since the 
V ar depaituies from it have actually been made as illustrated 
by (a) the duty of 33^ P5r.cent on motor cars (which has a 
protective effect) (6) the Safeguarding of Industries Act, and 
(c) the recent removal of the excise duty on sugar to encourage 
the nascent sugar beet indnstrv 


Cl "Wo do not wish however to rest the case for protection 
Pnll e ieat ttosl MR tlie sentiment of the Indian 

«4ete^ people or the example of other countries 

IVe have considered most carefully the economic arguments and 
no hope to show that the policy which we advocate will stand 
tins crucial test But at the same time we have set forth frankly 
what vro conceive to be the mam bases of Indian protectionist 
feeling because though we do not advocate the adoption of a 
tariff policy on other then the reasoned grounds which follow we 
feel tliat it is important to realise that behind our reasoned 
advocacy is a strong puhbc sentiment and that while we shall 
treat a question of such moment to the future of India from the 
Btrjctly economic point of view it has also a political aspect which 
3s at least worthy of notice ^ 


62 In considering the issue between free trade and protection 
Tiiepropofihons of ncceswiry in the first place to examine 

freo tr^ao tho theoretical basis of the subject and to set 

forth what we understand to be the principles which are generally 
accepted by modem economic authorities on these difQcnlt questions 
The old free trade doctrine of the classical economists mar be said 
to have rested on two propositions It was assumed firstlr thaf tho 
c»p.tal and lata.r a£ a left „afe„ered T n, md o 

Qovemment regulation or reatnction ironW netnreiv ti t i 

„ , 1 . 
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in the manner ^vlHch ^Mll jiclcl the hcbt economic rcsulte, BflO. it was 
held that the free interplay of economic forces ■would best determine 
the direction of the capital and labour of a country into those indust 
nes in •which it Ins a comparative ad\antTge o\er other countries 
The second proposition 'ivas that the best economic results, both for 
the ivorld as n whole and for individual countries, would be obtained 
bj each countrj appljing its capital and labour to those induotiies 
in which it had the greatest comparative adNantagc, and then ex* 
clnnging the products of those industries for articles wlucli it naa 
iiot able to pioducc so cheaplj itself Thu is the principle of the 
international dnision of labour 

63 Both these propositions ha\c a prnna fiicic \alidity which is 

not seriously contested But they state 

Thcit qualiBcat ons tendencies, and tendencies may be 

o^errlddcn special circumstances "We arc thus led to an ex 
animation of the generally recognised qualifications of these pro- 
positions 

64 In the first place there may clearly be cases m which the 
free interplay of ecouomic forces will not secure the best utilisation 
of the capital and labour resources of a country. In the competi 
ti\e struggle an initial advantage may provo to be a permanent 
Qd\antage A fully developed industry m one country may be able 
under conditions of unfettered competition to hinder the develop 
ment of the same industry in another country possessing equal or 
even greater natural advantages In these circumstances the latter 
country may nev er, or only after long delay, succeed in apply mg its 
labour and capital to the best advantage of which they are capable, 
owing to the initial difficulties m making o start These consider 
atioas were stated many years ago with admirable lucidity by John 
Stuart JIill, who wrote, ‘ The superiority of one country over 
another in a branch of production often arises only from havmg 
begun it sooner There may be no inherent advantage on one part 
or disadvantage on the other, hut only a present superiority of 
acquired skill and experience A country which has this skill and 
cxpericuce yet to acquire may in other respects be better adapted to 
the production than those w^ch were earher in the field ” 

G5 The argument as stated above apphes primarily to par- 
ticular industries which are handicapped at the start by the competi 
tion of fully developed rivals, and could be used irrespective of the 
stage of mdustrial development attained by the country m which 
tlie new industry finds itself But the argument has been apphed 
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ivith Bpeeial force to imlustunUy jicw countries lu competition wth 
those in ^vhlch iiHlu'’trics lia\6 long been established The classical 
ei^piCasion of this arguintut ii to be found lu the ^^otka of Lnat, whose 
economic theories liase excrws»c(l such a profomid influence on the 
policy of the great protectionist countiies It is summed up by a 
modern h-nglish economist, Fiofcssor Pigou, uho, in dealing with 
List’s arguments, iviites as follous — 

“ The mam clement of productisc power, whoso dc^elopmcnt 
invobes a long process, is a population trained in the 
general atmosphere of industrial pursuits If a country 
la entirely agricultural and has no important class of 
artisans or factory workers, the skill rcquiied for starting 
aiiv particular kind of mill wjU be ^e^y clifBcuU to get 
‘ JIa^terb, foremen aud workmen must first be either 
trained up at liomc or piocurcd from abroad, and the 
profitableucss of the business has not been sufficiently 
tested to give capitalists confidence m its suo 
cess ’• Tor a long time, therefore, it is improbable 
that any works •which may be stai ted will be able to com 
pete on equal terms with tstaUishcd foreign nval%— and 
that m spite of the fact that the mdustry in question 
may be one for which the country has great natural ad 
aaiitages On the otUei hand in a country ■which is 
» alrtidj largelj indiistual, the initinl difheulty insolved 
in starting a new industry is likely to bo much slighter 
For much less time is leqimscl to obtain fiom omiiig a 
people already aeciistomeil to manv sarietits of factory 
“ work hands cipablc of earrjmg on a new varietj of it 

Further, in an industrial coramumtj those otliei lui 
portant elements of pro<luetivc power organised systems 
of transpoJ t and of ciMit which, m an agncultuttil 
country, nns need themseUes to be built up hofoi'c mami 
faclurcs call lie inofitably cstaUisIlcd, arc prciiimably 
already in ci-istence " 


CO The pnme faac a<l«.,.ta»ea „t .„tarnatioBa\ a.iis.on 

cf labour arc subject to certain tinalificatro„s j, a ,, 
toauc catcuraswaec, the i-reatust unannirt ot aacaltl. uouU be sacured 
b> a clagree ot spccialisalioii aalnch eoaJal not lie a a ^ 

due,,.? to tiao g-aaeial alaterasts ot (bt ZumT b? o?s" 
ore objects of st-iic policj dilTettmt fiom ».«i Other woids there 
the mere acqiijsjtjoii of ueihh A enut tLr ^ ^*^^0 important thin, 
e ^auaount ot "eal,l. by dcaotuag ■1-uTvSfy 

•iiat « ' Ha loj'ISTSo’ tiWtoIT;ir^ ^ 
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Jet sucli a oue sided de\ clopmcnt, m Mrlue of its effect on the 
national character and institutions might not be in the wider intci 
csts of the couutrj" as a ■whole bimiHrlj considerations of national 
defence maj Set legitimate bounds to the extension of the principle 
of international diMsion of labom 

67 So far wc ha\c indicated nhat we take to be the cir 
OiiCTTOtam.. I. MA Mtmstmiccs lu Mliidi economic theory might 
jirotection 18 ja8tifi»Me jiistifj dcp irturcs from the principle of 

free exchange of commodities between nations It is admitted that 
m all such cases restrictions on free cxehangt iiuolvc some immediate 
economic loss "We turn once more to the economists for then 
aerdict ns to the circumstances m which such loss may justifiably bo 
incurred In the passage alrtadv rtfciicd to John Stuart Mill 
says, “ The only ease in which on mere principles of political eco 
noinj, protecting duties can be defensible m when they arc imposed 
temporarily (ospcciallj m a joiing and rising mtion) jn hopes of 
1 aturalising i foreign iiulustrx in itself pcrfectlj suitable 
to the circumstdiices of the countr' A protecting 

duts, continued for a rcasoinble time i ill somctimob be the least 
incoiiNcnieiit mode ni which the nuiiou can t>x itstlf for the suppoit 
of hucli an experiment ” List expresses himself more emphatically, 
“ The nation must sacrifice and gi\c up a measure of material pros 
rcritj in order to gam culture skill and powers of united produc 
tion , It must sacrifice some present advantages in order to insure to 
itself future ones#” There is one idea common to both writers — a 
present loss for a future gam The gam wc have alrcadj indicated 
Wc now turn to consider what constitutes the loss 

68 The burden of piotccliou arisen fr in the increase iii prices 

Th. .1 ” "V'™" ‘“>1* ‘o 

ansio; from mcreased r ‘ISC t!lC pncc UOt Olllj of the im])Ortcd 
article, but also of the competing locallj 
produced article Cases are nualjscd bj the economists in which 
for special reasons or for tcmi>orarj periods the normal result docs 
not follow, or follow b oulj partiallj But broadly Bpeakin" there 
is no dispute as to the tendenej of import duties to raise the prices 
of the articles taxed rurther, when import duties are placed on 
a Wide range of articles there is a tviidencv for the general level 
if prices in the coiintrv lo le riistd the rise is not confined 
to the particular articles taxed For this phenomenon there arc 
various causf. In the first plice tin, import duties tend to check 
lUt volume of imports, with the result that a favourable balance 
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of trade is created This fa\ouriblc balance is settled mainly by 
the import of the precious metals, and so far as these find their 
^\aJ into the currency, thereby mercasmg its amount, the general 
level of prices tends to rise In India this argument must be 
applied ■with caution, for the precions metals uhen imported are 
largely used for other purposes, and comparatn ely small quantities 
are bkely to go to sivell the Aolume of the currency A less 
theoretical argument is that the increased cost caused by import 
duties enters generally into the cost of production of all articles 
manufactured in the country and into the cost of transportation 
Duties on cotton cloth or on sugar, for instance, may raise the 
expenditure of the employees of an industry , to meet such 
increased expenditure higher wages arc required , higher wages 
mean higher cost of productiou, and this m turn means that the 
product requires to be sold at a higbcv price Instances might 
easily bo multiplied It may, we think, be taken as the new 
accepted by economists that a general mere use m. import duties 
tends to produce a general use in prices in a country, and not 
merely a rise m the price of imported articles and such locally 
produced articles as directly compete with them 


69 It IS not our intention to 8iiggcs>t tliat the burden on the 
Gradual con-siuner arising fiom protectne duties is 

buiJau. necessarily peimanent On the contrary, 

if the industries to be protected are selected with due discrjmina 
tioii, the burden should gradually dimmish and e\eiitually cease 
altogether But the process of diimnution is not likely to be lupid, 
or to commence immediately So long as foreign imports continue 
to enter in appreciable quantities, the price of the goods must m 
general be regulated by the price of the foreign imports, that is 
to say, the consumer wxU be paying the full foreign price phis the 
import duty As the home industry develops m efficiency and 
reduces its cost of production, there will be at first no reduction in 
prices, but the dccieasc in the cost of production WjU merely no to 
swell the profils o£ the home mdustty This wUl lead to the mote 
rapid development o! the home indusliy and mU hasten the t™! 
when It IS able to supply the home market almost in full A * * 

imports dwindle to snnll proportion, iiiiw w I 1, 

more and more by internal 00 ^ 0(^00 an, 7. ' ‘"Sdlated 

beftin to deriv c the benefit from thi> in ■ n ®^®®hmer will then 

ind"us.r,, and may in the enZbfa “7, 

were free to import them without a dtty If t? ^ 

— «» uuiy it the indi^ry is one 
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for which the country pos'scs^c? marked natural nchantages, he may 
even obtain them more cheaply 

70 We have indicated both the present loss and the future 
A plication of nerai which o policj o£ protection might m 

theories to Indian eondi gwipnl he espcctcd to bring We now 
come to the practical problem, which is to 
determine whether the circumstances of India arc such that a 
stimulation of her industrial development by means of protectiro 
duties will bring in the end a gam to the country as a uhole 
V gre iter than the immediate loss 

71 In Chapter IV we have etated our opinion that the 

c..,..o! b«k industrial del elopment of India las not 

wardncM mentioned by the been comniensuratc With the size of the 
iniistnaiCommssSon countrv ils population and its natural 

resources In considering how these conditions can best be remedied 
it is necossarj to attempt to diagnose the causes from which thc> have 
arisen The Industrnl Commission mentioned various factors ns 
having operated to retard mdustrnl development, for instance the 
natural conservatism of the people the inefilciency of labour the 
absence of industrial and teebmeal education, the lack of business 
enterprise, the shjness o! capital tor new undertakings and the want 
of proper organization for utilising such capital as is available 

72 Some of those factors might suggest the idea that Indians 
Inlnrtnai aptitade iti tio lacking m certain qualities necossarj 

. pMt for success m industrial pursuits and that 

tliercfoTv one of the foundations for a profitable application of 
protection, namely fl people fitted to make good use of it, was 
absent We do not tliintc that this idea is supported bj past 
experience If we take historj as a guide to the future, we sec 
that there have been, times when the manufactures of the country 
attained a high degree of excellence and were well knowm beyond 
,ts borders As the Industrial Commission explained India was at 
one time famous “ for the high artistic si ill of her craftsmen,” 
and it was not until the industrial revolution of the 18th cenfury 
that she began to fall behind m the industrial sphere and that in 
the words of the Industrial Commission the erroneous idea that 
tropical countries with their naturally fertile lands and trying 
_ climate, were suited to the prodnction of raw materials rather than 
to manufactures ” developed The cotton manufactures of India 
winch were exported in large quantities throughout Asia and 
Furope, the si ill m shipbuilding which vras at one time freelv 



utilised l)j the ‘Csst India Companj, the ivorhinp of iron u’hieh in 
the old days had boon hroiiKht to n considerable pitch of excellence, 
the maniifactmc of stool sword Wades cominandm" a great repnta 
tion in foreign countiirs the exports of sil! textiles and sugar aU 
proae that Indians exhibited n natural aptitude for industrial worh 
and that the present relntno had nardness m tins respect should 
not be regarded as indicating any obstacle to a wide development 
of industries m the future 

73 Further, the uncaenness of development to nhich the 
Differenies in niturai Industrial Commission drew attention 

nphtado dimin shinr appears to be due m part to a striking 

difference in natural aptitude for industries which can he traced 
in different eonimumties in India For centuiies the people of 
"Western India liaAc shonn a marked instinct for commerce, 
and from commerce the\ haao moved naturally to industries so 
that at the present time thoj dnidc avith the European community 
the industrial leadership of India But the people of Bengal, 
Madras and Burma have in general neglected industrial pursuits 
and if industries Jiaae established tbemsches witbm their borders 
ha\ e left their dca clopment to others It would take us beyond our 
province lo attempt to trace these tendencies to their origin, 
whether it maj be found in i fertile soil providing a livelihood in 
return for little labour or m a social sjstcm winch exalts the less 
material side of life in economic conditions which produce a class 
of middlemen living parasiticallj on the profits of the land or in 
historical traditions which nltract the most enterprising classes to 
administration TAhatever the causes of tins neglect in the past 
we feel that m many parts of the country a change has come over 
the spirit of the people and that what is lacking now 13 more often 
the opportunity than the will We think therefore that so far 
as the comparatively slow development of industries in India has 
been due to lack of natural aptitude or interest, this factor will 
become progressivelj of less importance and that a time has come 
India is prepared lo fake adfantl»e of any stlmuks annlied 
to her industries * ^ 


74 The question fvhiel, we hate to determine .3 ether the 

Inanslrlftl derelopment re- *^1 ustrial development at Trhieh Tc-n fiivo 

rro,oe?„:‘'Tr’ 

the nd\ antiRC to the eonnlrj lrisin-'''f'rom iT ' 'n whether 
n.ent om on.tre.qh the h„„!e„ IZtZ 'r.'": 
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The Industrial Commis-'ion, A\hich was debarred from considering 
questions of tariff policy, made a number of important recom 
mendations for the development of Indian industries, involving 
the abandonment of a laissez fatre policy But we hold that these 
measures by themselves will not produce that marked impetus for 
which the time and conditions arc now ripe Education can be 
improved, banking facilities can be extended technical assistance 
can be offered to industries, but what is mainly wanted 13 a policy 
that will inspire confidence and encourage enterprise, and wc do 
not think that the recommendations of the Industrial Commission 
provide this Professor Pigou at the close of the pissTge which 
wc have already quoted draws the following vveightj conclusion 
“ Prom these considerations it follows that the case for Protection 
with a MCW to budding up productive power is stiong in any 
agricultural country which seems to possess natural advantages 
for manufacturing In such a countrj the immedi itc loss arismg 
from the check to the exchange of native produce for foreign 
manufactures maj well be outweighed by the gain from the 
greater rapidity with which the home manufacluimg power is 
developed The ‘ crutches to leach the new manufactures to walk,’ 
as Colbert called protective duties, may teach them this bo 
much earlier than they would have learnt it, if left to them 
selves, that the cost of the crutches is more tlian repaid ” 
The words might almost have been written with direct reference 
to the conditions of India, and the case for protection in India can 
hardly be stated better India is an agricultural countrj which 
possesses undoubted natural advantages for manufacturing She 
produces an abundance of raw materials, she has an ample potential 
supply of cheap labour and adequate sources of power and the 
establishment of two great manufacturing industries shows that 
she IS capable of turning these natural advantages to use We 
have been told by many witnesses that the chief obstacle to a more 
rapid development of industries 10 India is a certain want of con- 
fidence among th'* owners of capital The practical protection 
afforded by the war had a Btimulntinj: effect on many' Indian 
industries But this protection, and such incidental protection as is 
Molded bj high revenue duties lacks the assunnee < f permanence 
and fails to give the sense of secuntv whicli snscs from the 
dclibcrTte adoption of a policv of protection Tins point of view 
was perhaps expressed most clcarh b\ Mr bhikcbpcar giving 
evidence on behalf of the Indian Sugar Prcduccrs Association 
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lie s'lid “ Hr pcraonal mcw is that it is the principle of the thing 
^vhlell we, as an industry, would like to see far more than an 
actual duty of 15, 20 or 25 per cent If the principle of protecting 
the industi' is accepted that is what is going to'he of value to us 
m dc\ doping the industry ” Again Captain E V Sassoon, one 
of the leading Bomhaj industrialists, after stating that Indian 
capital lias ‘ shj of anything new in the way of indostrial 
enterpri-»c ” sud, “ what is wanted is confidence, and a policy of 
protection would help to soenre that at once ” 

75 "Wc Inve now shown that India wiU deruc verj great 
Tlosam irot-ct,on«.ll oil'imtagcs from mdustrial derelopmcnt, 

t>nn? that the conditions for a rapid adaance arc 

suitable, and that without the stimulus of protective duties the 
adi mice will not be sufficiently rapid All these considerations 
lead us to the couclusion that protection will bring a very material 
gam to the country 

76 A fuitlici consideration pointing lo the same conclusion 

NcccMifrof^twmn-ai -a found in the prc'scnt tariff position 

roTeoM from tho taeiir iq India Wc havc rcfcircd in Chapter 11 
to the incicasing proportion which customs reienuo hoars to the 
total Imperial ic\cuuc'> and we base now to considei nlicthci this 


•endenej is likely to be permanent ^Ve reccited a considerable 
iUnount of cMdcnce regarding tho rcspecti'c merits of direct and 
indirect taxation Wc do not propose to recapitulate tlic well worn 
arguments of the economists on this wibject but we are bound to 
take note of the fact that the general scntioient of Indi in witnesses 
was strongly opposed to direct taxation, and that the collection of 
lucome tjis in India presents pccubar difficulties Direct taxes m 
India arc confined practically to income tax and laud rea enue 
■With the latter, which is a provincial receipt, we arc not concerned 
Tho luoome tax rates have been raised largelj since 1915 Ifi, and the 
yield has risen from 3 to about 20 crores of rupees High taxes on 
income arc undoubtedly a handicap to mdustrial development and 
tlicro arc inmy who hold that the pale^ ruling it the present moment 
are distinctly too high for the interests of indastries and the generoT 
prospent, of the country The witnesses nhom no ciaunuca on 
this point rvero almost uumimous m the opmion that direct taratZ 
has reached its lunit under present taxation 

general feeling the country ,Tfdrfo T.Zlr 
increase m this form of taint, o« « feasible^ H mitcrial 

fnrth. inercase in .oration hecomes neett;! it'^’.i&ZtaTJ 
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the form of indirect taxation If on tiie other hind a dccrcaso in 
taxation became possible, arc think that it should take the form of a 
oar* passu reduction in direct and indirect taxation. In view of 
these conclusions we cannot anticipate for many j cars to come any 
appreciable i eduction m the rc\enue which it is necessary to derive 
from the customs This means that import duties must continue 
high, and that, whether intended or not, protection will be given. 
77. But a high rexenne tariff such as tint now in force in 
i »P«>> '» ercat objection A reTcnuo 

abij leads to rrotcction tariff based on lice trade principles is one 
that is imposed on goods that cannot be produced in the country ; 
or, if this condition cannot he observed, it must be kept at a very 
low .rate on goods produced m the country, or countervailing excises 
must be imposed, so that no protection is afforded to local industries 
Until the year 1916 the Indian tariff might be said to ha\c fulfilled 
these conditions But since 191C the tariff has become less and less 
consistent with purely free trade principles It pnes protection, 
but it gives it in the least conienient and the least beneficial way. 
The protection is not calculated on the needs of tlic industry, nor 
docs it carrj' any assurance of a permanent policy It is casual and 
haphazard Morcoior, it may actually impede industrial develop- 
ment by taxing raw materials ‘‘nd semi manufactured articles It 
appears to us therefore that the necessity for raising a large ^e^enue 
from customs duties and the ob\ious incxpedienej of ignoring the 
effect of those duties on the industries of the country must meiitably 
lead India to the adoption of a policy of protection, ns they led 
Germany in 1879 

78 ‘W’c turn now to the loss that must be set against the gam 
The loBi protection mil to India from protection to which we have 

ioToiTc referred m paragraph 75 The most 

important item is the burden of increased pnees that protectne 
duties will impose on the people We ha^e explained the nature of 
this burden in pangraph 68 flbo\c, and we proceed to consider 
whether it will be so great as to outweigh the ad\antagcs which we 
anticipate from the adoption of a protective policj 

79. As import duties have n tendenev in some degree to extend 
Th« rrohfchl# hnfJen on tlicir iiiflnencc bovond the particular com- 
tb* poorer eluiM. xnodities on which they are .mposed, it is 

necessary to treat with caution the argument that some article is not 
consumed by the poorer classes and that therefore a protective dnty 
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on it c'ln do them no harm A further limitation o£ this argument 
IS to be found m the fact that there are frctinently partial subati 
tiites for imported articles, \rhicU ire maTiuf'lctnrcd and consumed 
locaUj ami tint nm cmsc Tvhich raises the price of the importel 
article nises the price also of the locsllj produced substitutes An 
obvious instance of such a case is seen in cotton cloth Experience 
ns well ns tbeoictical reasoning shows tint the price of Indian mann 
f actured cloth is mfluenced by the price of imported cloth even when 
the tuo classes sic not in direct competition In estimating there 
fore the c\tcnt to winch the poorer classes wiU be affected by pro 
Igetion It IS not safe mcrelj to ask what proportion of their income 
IS spent on imported goods Wc Ime received sarious estimates on 
tins point and all agree that the actual quantity of imported goods 
purcha’^cd b^ the masses of India is small But this is no final 
ciiterion of the degree to which protection will affect them, though 
there is no reason to suppose that under the svstem wo recommend 
the indirect burden will be considerable 


80 Time are however two classes of the population whoso 
r»(«ui <.» interests ns ntleeted bj protection it M 
») on ti 9 (ipnenituni paiticulatly important to consider, the 
* agnenUuml and middle classes Agricul 

tuie IS and mu t remain tie founlafion of the economic 
life of Ind] and this not niorcJi because it furnishes the liveli 
hood of three qnaitcis of the population Indian mdustnea cannot 
ffoun-sli mtiiout a prosperous Indian agriculture Agriculture is 
lar^els the proMder of the raw materials for industry and the 
Tmfian a^rieultunst will offer the mam market for the products 
of Indian industries Am form of protection therefore which 
would seriously affect the interests of agriculture would go far 
to defeat its own object "W^e have already esplamed in what 
wajs WC think that industrial deielopment maj be of advantage 
to the agricultural community in some cases through a sympathetic 
rise in wa"cs in others through the wages of industrial workers 
being made asadablp for expenditure in the villages in others 
through a reduction in the mimbcr dependent on the produce 
ot tlic land nnt jvhdc a pobey ot protection of mclratneo Lp not 
mjnto <Iio iKTretildlrat Kosc earner arlio may be aH» to =.~'rc o 

the 
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cost of production, snsin" pirtly from tlie Inglicr cost of the implc 
ments that he uses partly from the higher svages that he will liave 
to pay and partly from the general rise in the cost of lia mg As a 
set off against this higher cost of production it is probable that in 
the neighbourhood of indnstrnl centres the demand foi agricultural 
produce ■will raise the price But m general one of two results seems 
likely to follow Pithci the agncultunl producer anil not recenc 
for his produce an increased price which will fulij compensate him 
for the increased cSst of production m which case ngricultmal 
interests would suffer and there would be i tendenej for marginal 
land to go out of cultnatiou , or the price of agricultural produce 
will be raised generally to coacr the increased cost of production with 
injurious effects on the mass of the population Proaided boweaor 
protection is applied with discrimination, we do not think that the 
burden imposed cither on the agricultural producer or, through a 
rise in the prices of agricultural produce, on the consi mer lu 
general need be sufRcient to make us hesitate regarding the net 
adsantagea of the policj wc recommend 

81 "With regard to the middle classes bj which wc* mean mainlj 


( t) on t1 e mi 1<llc clastct 


the professional clerical and petta trading 
classes there i\ no doubt that tllc^ will be 


more adicrseU affected than am others bj a policv of piotcction 
The middle classes liaio a certain standard of li\mg which entails 


expenditure on imported pools Tlieir cost of li\ing ■will undoubt 
edlj nso The possibilities of cquiialcnt oi at an\ rate timeh 
expansion in their incomes howc\er are limited It is probable 
therefore that for some period tlie\ will feel the effects of protection 
more than anj other class of the iwpulation But in airtne of their 
education thc% more than other classes are in n position to estimate 
the aaluc to the countra as a aahole of the deaelopments avhich we 
helieae onr policj will produce and so far as we ha\e been able to 
judge from those witnesses who base given eaidencc before im the 
middle classes are prej ared to merge what might be regarded as 
their owai immediate interests in the wider interests of the country 
82 In estimating the burden of protection wc have to anticipate 
In i terim Bate protect on arguments given m the next chapter, in 

not contempUte.! which WC show that anv tjTie of indiscri 
inmate protection would cntnil a sacnfice out of proportion to the 
results We explain in that chapter the limitations that wc propose 
w ith a view to restricting the immediate loss as far as possible without 
reducing the gam that is to he anticipated from protection 
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these liimt'\tioBS are ohservet?, consider that the bnrtleii vnW be 
one which it is reisonahlc to ask the country to bear in order to Mcure 
the great benefits anticipated 


83 Before commg to our final conclusion we must refer to 
•mtiises whiGli m inherent 
protection taten into lu nn^ System of protection, namely, the 
neconnt. cncouraging ineEBcient methods of 

production, the danger of political corruption and the possibility 
of combinations ot manufacturers Wc hnac borne these pomts m 
mind m formulating our scheme of protection and m devising the 
constitution of the Tariff Board Wc explain m detail in Chapter Tl 
to what extent tie think these dangers will be mitigated by our 
proposals and it is enough to say here that we do not consider 
them sufBeicntlj serious to affect our main conclusion 


84 \Ve have now set forth, as mpartiatly as possible, the argu 
, , ments for and against the adoption of a 

e aaaeoo ran pohej ot protection in India In Chap 
ter IV we have shown the great benefits that will accrue to India 
from industrial development, and m the present chapter we hoie 
explamed the necessity of the stimulus of protection to secure rapid 
progress in this direction "We have also shown that the necessity of 
a high customs revenue is mcntably leading India towards 
protection On the other side we have shown that the 
immediate loss to be apprehended from protection and the 
dangers inherent in it will ho mitigated by the system of 
discrimination which wc recommend and by the constant 
supenision of our proposed Tariff Board Wo haae carefully con 
aidered the weight of the argaments on both sides, and apart from 
the strong Indian sentiment m fa'our of protection, to which we 
have referred above, we are satisfied, on economic grounds, that the 
temporary loss invoB ed wiU be more than made good by the ultimate 
gain and that the balance of advantage is heavily on the side of the 
recommendation made m the opening paragraph of this chapter 
the adoption of a poliey of Protection to be applied tvitU dieril 
mination nlong the lines mdicated m this wport 
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CHAPTER VI 

Some Disadvantages of Protection and the Need for 
Discrimination. 


8 0 "We referred in tlic preceding ctapter to the disrd% antages 
Da.s.rot cmp. i^went m any scheme of protection, and 

tion TTo now propose to examine the extent to 

which they apply to the particular conditions of India The most 
important of these is the danger of fostering the growth of political 
corruption The interests at stahe in the determination of a rate 
of duty arc frequently large In some countries important financial 
interests find it profitable to offer to legislators inducements which 
arc not nccess'iiily of an ob\ious or crude nature, or to spend money 
on getting their own nominees into the legishtnc bodies Tihich haie 
the dccibion of mitteis Mtall} affoclmg tlioir prospects Wc aro of 
opinion, howcicr, that conditions in India arc less fa%ourahlo to 
Fuch dctelopments than thc> are in manj countries The ^'^rlety 
of the interests represented in the legislatne bodies and the strength 
of the representation of the agricultural and landed classes make it 
improbable that the industrial i>oint of \icw could secure undue 
prominence avhile under the existing sjstem of Ingli rcienue 
duties which IS open to the same dangers there have 
been no traces in the Indian Legislature of any uudcsirahle develop 
ments of this nature Moroo'cr we think that the s^stem which we 
propose, whereby the enquiry into the conditions of each industrj 
will be conducted by an impartial body with the utmost publicity, 
and the conclusions arrived at and tlie reasons for them will be 
known to the public when the case of the industry comes before the 
Legislature, will reduce the opi>ortuuitics for political corruption to 
a minimum 


80 Another undesirable lealum whuth. tbi, ‘iX. 

Cpmbtnut on« ef miDo tionibt countries discloscs IS the tendenej 
lafinrcr* towards combinations of manufacturers for 

the purpose of exploiting the domestic consumer protectionist 
i^-stem ccrtaiiih gucs the opportunity for undesirable forms of 
eomhiintiou In a free trade countra no combmation of manufac 
tur^rs \hk to keep the price of a commodity above the world pneej 
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If all tbc mamifictuicrs of i paiticular country agreed not to sell 
below a certain price wbicli Tias aboic the norld price, the only 
effect -nould be that their home market would be captured by foreign 
nnnufncturera selling at the world price The case of protectionist 
countries is, howc% er, different Here we have a tariff n all, afford 
ing, when the foreign manufacturer has been partly or wholly 
f'scluded, a certain latitude of price to the home manufacturers 
If the latter do not combine, the home price will be regulated by the 
oidmarj conditions of internal competition But by means of com 
Inuations it la possible for the home manufacturers to keep the price 
distinctly above the true competiti\e lead without inaufing foreign 
fompctition It is, wc thuik no accident that the two countries m 
which understandings, agicemcnls oi combinations of manufacturer' 
have been dc^ eloped to the highest point namely the United States 
and Germany, are tlie two leading protectionist countries of the 
world But should any such combinations arise m India Mluch 
appear to be to the detriment of*thc Indian consumer, we do not 
think it would be difficult to fuid a remedy The mattci should be 
maestigatcd by the Tariff Boaid which wc propose should be estab 
lislied, and if the Board icports that Use combination is in effect 
injurious to the interests of the Indian consumer and tho Legisla 
ture accepts tho view the protection given to ihc industry could be 
lowered or withdrawn oi possibly special legislation could bo in 
tsoduced to deal with the matter 


87 The third disad\antagc to winch wc referred m Chapter V, 

r * * .L » vii. that of encouraging inefficient methods 

prodnetJOD of production Will also to some extent be 

mitigated by the supert ision of the Tariff Board, but it will be mainly 
obviated by the exercise of discnimDatioo in the selection of indust- 
ries for protection e therefore proceed to elaborate the reasons 
whv in the previous chapter wc have ad\ocated discrimination in the 
iipplieation of protection 

88 The' fundamental principle that guides us may he Stated 

Tiierrjncipie of dieer bu shortly It is that the temporary sac 

... 0 . ,vh.cl> even fto BIO* mccessfnl pro 

led on must cnti.l sI.ouM be resti.ctej t„ ,ho mminram necesfarv 
to nMma the ohjeet aimed nt The principle nhen ^ ^ !7 

caident, but we lay sticks uprn it 

tsoijics attention with the result that onthi ^ sometimes 

It appear that there ts someth”" JtnSfa™ ^ f 
partly because our deets.ou tu iatour t^ted.^ts basedTn “tie 
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Mew that the gam to the country will outweigh the loss, and this 
will only be true proMded no unnecessary or useless burdens aro 
imposed , and partly becausu India, owing to the poverty of the mass 
of the people, is a country m which it is specially important that tho 
principle should be emphasised We reject therefore all proposals 
which would found Indian piotcctiou on au indisciimiuate high rate 
of duties Any such system would protect industries unsuitable as 
well as suitable, and would impose on the consumer a burden jii many 
casts wholly gratuitous. 

89 The burden on the consumer may be viewed in two aspects, 

D..o™,«l.o«w,ll ‘t'c “d ‘>>0 duration, and m both 

(Orestnetthenaa ofpriccs, toe importance of discnmmation in reduc 
mg the burden to a namimum is clear With regard to the extent of 
the burden, namely the rise m prices, we hat c already shown that the 
fewer tho articles on which increased duties are imposed, tho smaller 
will be, not only the direct effect arising from the cost of those 
articles and their substitutes, but also the indirect effect through a 
rise m the general level of priccA Wc need not recapitulate tho 
importance to the great mass of the people and to tlic interests of 
agriculture of restricting the rise of prices to a minimum This 
can only be achieved by exercising a wise discrimination m tho 
selection of industries for protection 

90 From the point of view of the duration of the burden also 
(.0 curtail tio period of discrimination is of the first 

thi Vurden importance If protection is extended to 

unsuitable industries they will never reach the stage at which tho 
bliicid of protection can be discarded and will remain a permanent 
burden on the commumtv The duiation of tin. burden will also 
he extended if protection operates to prolong meflicient methods of 
production As an instance of this possibihlj we maj refer to th“ 
Mews of the Indian Sugar Committee of 1920 After a detailed 
•nqnirj into the conditions of the sugir industrj thej came to the 
conclusion that, at the turn, at which thej wrote the degree of protec* 
lion, direct or indirect, enjojed bj the induatrj was suCGcient, and 
tbej added • — “lie fear that aiij increase m the duty might result 
111 bolstering up an mcfiicicnt iii<lu«tn to the detriment of the con- 
sumer , and that, secure behind a high protective wall, fuetories 
in India might mate no effort to reach the standard of those in 
other sugar producing countries, uotablv in Java, where the industry 
has been able to dispense with anv protection, subsidv, or assistance 
from Ooverumcat " The importance of cCcient methods was 
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broiisrbt out m our cxamimtwn of Air Sbakespear at Cawnpore H« 
caid that it tvould be a greater ad\antagc to the sugar industry to 
ua\e a stnall cess cn iiapotted sugar deaoted to carrying out the 
recommendations of the Sugar Conumttee than to have the assistance 
of a high protects c dutv Wc do not u tsh to express anv opinion £« 
to the need of the sugar ludustrx for protection under present con 
ditions We merelv refer to the case ns an illustration of one of the 
factcita which, may operate to prolong the burden on the consumer 
and which emphasises the need for discrimination 


9J When we turn to the interests of industries themsclies we 
li )*arTeth 9 tMtiEi**«sts arrive at the ‘««mc concln-sion that protec 
of ajustr et t ou niu^t bc applied With discrinunation 

Iherc w ould he a i*- d danger to the industrial progress of the country 
if an\ iltetnpi were made b> high or indiscriminate protective 
duties to force the pace too rapidlv If unnecc'^sarilj high duties 
were imposed a large number of concerns would bc started , there 
would be a boom followed by the inevitable sequence of over produc 
tion and coUap<ic The development of industries would bo pushed 
beyond the limit of what is cconomieallj safe and the resultant 
collapse would shake that very conddcuce of capital which it is one 
of the mam objects of our rccommeudations (o build up Further, 
if protection were applied not onlv lo an cscc>.sire extent but in an 
lUdiscTiiuiuate maunce the nnecououu*. mdustriea winch would come 
into fTi>tcnee would be bkeU to unsettle labour m established 


industries a«d to attract it from economic to uneconomic employ 
ment That the danger here indicated is not chimerical was 
demonstrated ui more than one direction during the period of the 
war when the reduction or cessation of imports created conditions 
analogous to tho«c produced bv high protective duties From 
another point of view the true interests of indu«tries would be ill 
«^erved hr a system of mdiscriminatc rrotect^oa India appears to 
be favourably situated to develop an gxport trade m manufactured 
good« but such a trade can hardly be developed unless the cost of 
tame ..d tKerctor^ .he c<«l „I co»pm4v 


02 The pretaWe effect of ea fte 6siapte oT t»ae o! 

( ») n wow# tio tir Ct fa fhdn Ja Bet ^ eubiee. no . 

tkat.ta... o! t™., , j ““ ttluel. It IS safe 

iialuraUy be lo aunimsh mi^ru 

lecmsedcoil There trOl also be foUotvme on 

eai or.. Any ceneral r« "t 

I. e m pncB nt InUt, mnst dtseouraso taporls 
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by making their cost to the foreign purchaser dearer, and apart froit 
any rise in internal prices a reduction of imports ^\ill tend to raise 
exchange and thus to dimmish exports Again protcc^on irill lead 
to an increased local consumption of raw maternls preMonslv ex^ 
ported On the other hand there is the possibility that the develop* 
ment of Indian industries will produce an increased export of manu- 
factured articles On the whole from a consideration of these 
vinous tendencies it may be concluded that the immediate effect of 
protection will he some diminution both m imports and exports, but 
it is impossible to say whether the balance of trade would be altered 
The present currency system m India depends on the maintenance 
of 1 favourable balance of trade The less disturbance there is in 
the import and export trade, the smaller is the danger of upsetting 
the balance, and thus we have one more argument for not embarking 
on indiscriminate protection 

93 Our conclusions therefore arc that m the interests of the 
Summary nf areum«nt. fr,, generally, and particularly of 

appinn** protrei on with di« the masses of the people, in the interests of 
cnmioj on agriculture, m the interests of steady 

industrial progress, and for the maintenance of a fas curable 
balance of trade, the policy of protection which we recommend 
should be applied with discrimination so as to make the inevitable 
burden on the communitv ns light as is consistent with the due 
development ot industries, and to avoid abrupt disturbances of 
.ndustrial and commercial conditions 



52 


CIIAPTCB vn 


CHAPTER Vn. 


Outlines of the Scheme of Protection, 


04 "Wc La%c gixcn our reasons for recommending the adoption 
_ , ^ . I jr cf ** policy of protection for India an^ 
tor hoMini; that that policy sWa 
wtiMdut M to be clearly applied ivith disfirimination 

* * * now come to n description of the outlines 

of tlic scheme of protection as wc conceive it 'We have to start with 
the existing conditions as we find them These consist of a general 
rate of customs duties of 15 per cent ccZ valorem with numerous 
exceptions both above and below the general rate, the downward 
exceptions having their origin usually in a desire to a^old injuring 
the interests of industries or the communitj m general, the upward 
exceptions arising from the dcurc to ohtom additional revenue 
do not contemplate working on a clean slate or drawing up any 
tLcoretieally scientific tariff The tariff as we cmisige it will be 
ft CombmatioS of resenue and protective duties The existing tariff 
Will fortfl tlie basis of the revenue duties and wiJl become pj ogres 
hlvely modified ns the duties on particidar commodities nre rucccs 
elv determined on protectionist principles Even when ting process, 
liowe^er is complete there will remain a large residuum of purely 
revenue duties and these it should be open to the Government to 
vary from time to time on purely revenue considerations On the 
other hand a duly that has been fixed on protcrtioaist principles 
should not he varied except m accordance with those principles In 
practice wo do not anticipate that this important distinction is hkel^ 
to give rise to any serious inconvenience for a protective duty so 
far as it is effectne becomes of less and less importance ns a means 
of securing rc\cnue Tor instance m Germany m the vear 1019 

,ooa/„„a ir r 


93 It IS possible indeed that fw * 
forcMlic to pnt „ 1™],““ tomm may 

poi n liiglicr import a„t, on certain 
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protected goods than is required for purposes of protection We deal 
mth such a contmgenev in a later chapter, when we rccominend that 
any Buch escess revenue should be r'lised by means of an excise 
duty p/M 3 on additional import dutv The addition'll duties 
would be purelj for rerenne purposes and would be dealt with 
on strictlj reaenue principles This particular contmgenev there 
fore docs not affect the validiti of our mam principle that the 
tariff should consist partly of duties imposed on re^cnue considera 
tions and partly of duties imposed on protectionist considera 
tions and that there should be no ambiguits as to which set 
of considerations goaerns any particular duty We ma> illustrate 
the position by taking a hapothetical example There is at 
present a revenue duty of 25 per cent on refined sugar The 
sugar manufacturers have asked for a protectne duty of 3'l^per 
cent We express no opinion ourscUes on the merits of the 
case but merely take it for purposes of illustration It might 
be found that no protection was required The duty would then 
be regulated simply in accordance mth the reaemie necessities 
of the Government Or U might be found that protection of 83i 
per cent was necessary In that case the dulj would be raised to 
tliht lead and would not be lowered until it was decided that a 
lower rate of protection would suffice Or it mi'*hl be found that 
the mdustra required protection at the rate of 15 per cent onl> 
In that c^se 15 per cent would be fixed as the protectne rate and 
if the Goaernment were forced to raise additional revenue from 
refined sugar this woul 1 take the form of an excise duty plus an 
additional import duty both being determmed solely bj the revenue 
necessities of the GoTcmraent 

90 It will be obvious that the successful morking of any such 
T»nft KH inio^i Kchcmc o£ protection as we contemplate 

mrt of lebema posfnlates the existence of a thoroughly 
competent and impartial organisation or Tariff Board which 
dinll make enquiries into the condition of industries and reeo n 
wnwl wl'Athn’r v-Mt/iitvav. shAubi sIvyiXd wit 
an 1 if extended what the rate of protection should be We received 
a '^nsidcrable amount of evidence in the cOQr«e of our tour from 
industries which put forwarl els n s for pmteetinn I nt wp feel 
It at s e hi\ p nnt saPe ent t latpml to eml le ns to come to nnv 
dpfnite finding on fneh claims The enqniries needed most be 
condnetpd Iv a smaller bodr thev mnst le much more detailed 
and thc\ must embrace all aspects of the ca«c and admit of 
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representations from all interests affected "We gne in a later 
chapter our detailed proposals regarding the constitution and 
functions of the Tariff Board At this point we merely wish to 
make it clear that the existence of such a Board is presupposed 
in all the details of our policy, and that avheneaer an industry 
avishes to establish a claim to protection, it must put its case before 
the Tariff Board 

97 In dealing rvith all claims to protection the Tariff Board 

a«.r.l to b. >" »>“= '‘“’f 

Satisfied by iadostnea before that the following three conditions are 
Y>rot^ction can be jnvnted fulfilled — - 


(1) The industry must be one possessing natural advantages 
such as an abundant supply of raw material cheap 
pou’er, a sufficient supply of labour or a large home 
marhet Such advantages will be of different relative 
importance in different industries but thev should 
all be weighed and their relative importance assessed 
The successful industries of the world possess cerfam 
comparative advantages to which they owe their 
success No industry which does not possess some 
comparative advantages will 1 e able to compete with 
them on equal terms and thprefoie the mtiiral 
advantages possessed by in Indian industry should be 
analysed cirofully in order to ensure ns far as possible 
that no industry is protected winch will become a per 
manent burden on the community 


(2) The industry must be one winch without the help of pm 

tection cither is not likely to develop at all or is not libcU 
to develop so rapidly ns is desirable in the interests 
of the country This is an obvious corollary from the 
principles which base led us to recommend protection 
The mam object of protection is either to develon 
mdnstrics which otherwise would not he devclonpd 
to develop them snth greater rapidity 

(3) The industry must be one whicli will oienhMlK u v, 

to face world competition withoii! nf. 
forming an estimate of the probabilities ^ 

being fulfilled the nsfnr-.l ^ ^ condition 

.ona.l,o„ (I) of cm J '0 « 

The importance of this condition carefully 

te=l.„o we oonto^p,„e 

emporary protection to 
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bo giYon to industries whicli will eventually be able to 
stand alone 

98 There arc certain subsidiary conditions lyhich, though not 

,j, . . . as in the case of the three conditions stated 

AdditioMl factors streng- , . i . i 

thenin? a caso for piotec abo\c essential elements in an ordinary 
claim for protection, should nevertheless 
bo regarded as factors favourable to the grant of protection It 
IS evident that an industry m which the advantages of large scale 
production can be achieved, i e , m which increasing output would 
mean increasing economy of production is, other things being equal, 
a particularly favourable subject for protection Another class 
of industry which should be regarded with a fa\ourable eje is 
that m uhich there is a probability that m course of time the, \\ hole 
ncetls of the country could be supplied by the home production 
In the case of such an industry the burden on the consumei 
determines automatically As soon as the foreign imports cease 
to come lu the price ceases to be regulated by the foreign price 
I h(5 the import dutj It is regulated by the internal com 
pejjtion and c\cn though tho duty may remain m the customs 
schedule, it becomes practicallj inoperatisc, and merely fixes a 
maximum limit to the height to which home prices may rise — a 
limit which IS net or likelj to come into cfiectnc operation unless 
the home producers form a monopolistic combine or the homo 
industry passes through a period of exceptional distress It doc^ 
not of course follow that, if on industry is nc^cr likely to supply 
moic than a certain proportion of the country s requirements it 
would not be a fit subject for protection Proaided that it fulfils 
condition (3) and is c^cntuaUJ able to face world competition with 
out protection, it will be possible to take off the protective duty 
without injury to the industry, and the burden on the consumer 
will bo ^emo^ cd But wc cannot shut our cj cs to tho fact that 
in protectionist countries considerable difficulty is experienced iii 
reducing and rcraoMDg duties, even when they are no longer 
required, and it is probable that such an industrj will impose on 
the whole a greater burden on the consumer than its conditions really 
require ' 

9*^ It IS pyssibk ilint the protection of some mdu-strj maj affect 
totfl etief btt-Kii lujunou-sh tilt, interests of Other mdu*tnes 

inJuftnf i W c rcccn ed ct ideuce at Calcutta for instanto 

uhich a{ iwTred to plhcc three interdependent industries in a relation 
of ‘■omc autne,om*m The manufacture of uood pulp from bamboo 
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IS just being started m India The manufacturers are apprehensive 
of the competition of imported \rood pulp and asked for the im 
position of a protective duty on wood pulp The Indian papsr 
manufacturers, however, who use imported wood pulp and for 
whose benefit it is at present admitted free of duty, naturally 
object to a proposal which would raise the cost of their raw 
material and therefore put them in a less favourable position to 
compete with imported paper If it is suggested that this difiicnlty 
might be o^crcome bi guing special compensatory protection 
to paper a third interest claims to be heard, and Indian printers 
and publishers complain that if the cost of paper is raised they 
anil he handicapped in competition with imported books which are 
cdmillcil fice In all sici c ‘.c the most essential reqiiirLiiicut u 
that ♦he i tw st publicity slould he given to the enquiry of *Le '^aiiff 
Board so that all interests concerned maj have full opportunity of 
representing their pouit of view TiThcn the Tariff Board is m 
possessi n of all the facts we can only suggest as a principle for its 
guidanc-' that an mdustry should rccci\c protection e\en if it ad 
versely affects the development of other mdustries provided this 
results m a net economic advantage to the country 


100 We ha^e not foimd it possible to lay down for the 


Sts.es of Jerelcpasat »t , i . 

wiuch protect on miy be priDc pies m regard to the Stage of de% clop 
required lueut at Which protection could most 

usefully be accorded to an industry ^^e cons der that an industry 
might recciae protection at any stage prorided our condition (2) 
IS fulfilled lu that it is au industry which without the help of 
protection either is not likely to develop at all or is not likely to 
develop so rapidly as. is desirable Condition (2) is naturally most 
likely to be fulfilled m the case of industries which are relatively 
weak and undo eloped and are therefore temporarily unable to 
meet the competition of more highh de\ eloped foreign industries 
or mdustries which are handicapped by the temporary necessity 
of importing espensne form^n labour or direction or which suffer 
from labour which is inelTcicnt because untrained Thesp die 
advantages ere most hkolj to ho found .a .udustnes tvh.ch are 
cou>per-,t.toh TOUU but au mdustr, mat a-so stand tu need o£ 
protection as a result ot some tempornrv deterioration or alrouhr 

TeLs be '',b;'™;id'''^evi~ f sotT 

protection A clnssie example „f 


guidance of the Tariff Board any definite 



OUTMSFS or THE SCHEME 0? PROTECTION 


67 


nient of tlic tin plnte indnstrjr in the United States under the 
influence of the duty imposed m 1890 

101 But while wo feel that wt cannot indicate with any degree 
„ . . ^ . of definiteness the stages at avhich tariff 

rule to bo pranted to dot protection Can best be applied to existing 
indnitnes mdustno-. wc Consider that m the ease of 

new industries a more definite principle can be laid down If appli 
cations for tariff assistance are entertained on behalf of industries 
which hate not act come into existence and the Tariff Board has to 
eoiiMiler not facts hut the anticipations of the promoters it will 
1 « a fa'ik of great difliculty to make a selection with any reasonable 
assurance of success Tlic danger of loss to the community bj ex- 
tending tariff protection to such industries will he great Moreover, 
if protection is extended to an industry before it has begun to 
I roduco or a\hilo it is producing a very small proportion of the 
needs of the countra a great and unnecessary burden will be imposed 
01 the consumer To protect l*y import duties an industry which 
supplies onU one per cent of ite requirements of the country s 
an extras agance rurther in the absence nf anj reliable data m 
regard to the cost of product! n it would be a matter of great 
d fflcultj to determine a reasonable rate of protection 

10*’ ^ot onh in our aicw a c there strong objections as a rule 
to granting tariff protection to now industries but the grant of such 
protection is rcalh uiiueces.sar 5 We anticipate that the financial 
necessities of the Qovomtnent will ensure the retention of a general 
load of revenue duties which will give a new industry as much 
tniiff assistance as it would require at the start After the industrj 
has del eloped to some extent and shown its possibilities it might 
then approach the Tariff Board If howcaer any further State 
n»sistancc appears to be required m the initial stages we think that 
It si ould ns a rule take the form of bounties or such other forms of 
assiMnnce as are recommended by the Indian Industrial Commission 
A\c do not mean to sa> that never under anv circumstances should 
tariff protection lie granted to a new industry, but wc have no doubt 
that in ordmnrv cases other forms of assistance are far preferabl» 
In si ort wo endorse the policv advocated bv the Ilon’ble Lala 
llarkidicn Lai Nurse the baby protect the child and free the 
n luU 

101 The most difl cult task of tl e Tariff Board will be to deter 
p (.TwlMtioncfao nte ’ Fate of protection required bv 

» retort on. an mdu«tn This must be a matter of 
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judgment on the fullest knowledge of the fact* The mt4 

proposed must eMdentU be adequate to the purpose in view and 
therefore depend in )»art on whether the Board contemplates luerelr 
the gradual establishment of the industry on sound lines or a per w 
o! rap d dcaolopmcnt In exceptional cases a higher rate o 
p otectiou, though imposing a ••rcater burden on the consaiatf 
1 laa attain its object in a shortc** time, and mas therefore prove 
to be a smaller totil burden than a Ion rite continued o\er a 
long period But this is a pomt which can onlj be determmei 
avitU reft-rence to the conditions of each particidar industry 

104 In arming at its decision we should expect the Tanr 
Board to tal e account of the relatue cost of production m Imh' 
and m foreign countries but this factor m itself would not suppiv 
the answer to the proper rale of protection for a high cost of 
p~oduction in India ynav be due m part to immediatel' remediahl 
causes and it would be roost inexpedient to recommend a rate 
which might stereot'pe mcfiiciencr The relative cost of pro 
ductioi) will also be some guide to the Board as to whether ai 
industra fulfils the priraarv conditions laid down for protection 
If the diCEcrenco in cost of production m India ai d other countries 
IS large there is a fac»e presumption tint India does not 

possess the necessnrv natural adaontages for tlic mdustrs 


10a The question 

CcOfideTstion ot tli« toea 
tion of i&da*tnc* 


of loealitN roar gi^e rise to some difficult 
problem® It mn' hippen that the claim of 
an mditstn to a particnhr rate of pr tec 


tjon IS based in part on difi cullies arising from ui suitable location 
Such considerations should not be allowed to increase the rate of 
protection \n initial roistake of the uidustriahst should not be 
perpetuated at the cost of the commumtv nor would protection 
m such a case be of an> advantage to the particular industrialist 
Under the shelter of the protection given new concerns would 
set up in more favourable localities and m the ensuing competiti-n 
the original concern would be unable to sunive Difficulties mat 
arise howeter not from ant'nmtafees in location, but simph in con 

sequence ol the great d.staaecs tudustrv may be 

leeated rn a most su, tabic p.s,l.„n It maj hotreter be at sitch i 
distance from certain parts of the ennntt^ ^ 

that .t ta unable to crutpef .n ,b“e prc, 
hr sea Case-s ot this nature will no doubt hi. ♦ t imported 
at on hi the Tariff Board but it would consider 

Tight to endeavour to secure for an in/i« opinion lie 

fc lor an industry such protection as 
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\\ill enable it to conpctc m c\crj possible nnrbct in India if 
ibib imohcs j,i\:n^ protection appTCCiabl> Inglicr tlnn is required 
fbr the success of tlio iiulustrj in the gicalci pait of the country 
106 Ilithcito Me ln\c dealt mcrclj Mith the general principles 
In^ustnee essenlni for shbuld he applied in the grant of 

defence or of special protection to suitable industries Butin 
mihtair Taiue; discussing thc theoretical groundwork of 

protection ml pointed out that the principle of intcimtioml 
diMsion of labour ma^ be limited bj considerations of national 
defence, in other uords that there mas be industries the protection 
of which cannot be justified on in oidinarj economic basis but 
'rliich jet maj require protcclion on the bpad ground of national 
safetj Thc Great War has hiouglit these considerations into 
prominence, tlic\ can hardi'- be o\ crlookcd bj a generation m hich 
lias seen for itself thc wide area of the material foundations 
on Minch success m Mar is built up Indeed there is some 
danger that this factoi maj rccoixc exaggtrated emphasis It is 
hardlj possible for aiij countrj to be complctclj self contained in 
all thc requisites for modern Marfarc Thc estent to Minch India 
should endeasour to make herself independent of outside resources 
must be goserned hj practical considerations NcserthelcsS mc base 
no hesitation in afilrmnig the principle that onj mdustrj which 
IS csseuliol for jnirposes of national defence and for Minch the 
conditions m India arc not nnf as curable should, if necessarj, bo 
adcquatclj protected nrcspcctne of the general conditions winch 
we base laid down for thc protection of industries 

107 Thc selection of thc particular industries which might I" 
held to come under thc aboac definition is priraarih a matter for the 
militarj authorities There arc lioM'cscr a number of industiiLS 
Mhicli though of militar' importance can hardly be described 
as essential for purposes of national defence In such cases 
thc mihtnrs saluc of thc irdustn must be balanced against thc 
sconoiinc cost «f mnntaining it and thc final decibinn mist 
he based on a sense of pro|>ortiou Be hate had the adiantan" 
ot s.tadvi.ti.g; o. twite U\ tie. lXweete.t 

dealing Mith thc Inilitars sahic of certain industries and wo 
think that the fiUnning desem special consideration In tlr 
fiiRl plai.L then is iIk steel and mu industra Tlurc can be no 
qwstion of its imp rtimr t t |iiTpovts of nati nsl defence and 
there appear to t>e no iiitural obstacles to its deielopmcnt in 
India In this connection mc mu t dran attention to the different 
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LondvUons wliicli prevail in the iron and the steel industries 
Ihe evidence ■winch \\c have heard suggests that Indian pig 
c?n nolf* its own without any protection i?tccl production on ibe 
other hand imolvcs highly techmeal processes, which untu Indian 
label r is fully trained entail the importation of cxpensiv e fore gn 
labour At the same time foreign competition m steel is very 
severe 'NYc think therefore that the question of extending 
protection to the manufacture of steel should be one of the first 
subjects for enquuy by the Tariff Boaid Other commodities which 
appear to us to be of sufficient niilitaij asluc to wairant special 
consideration aic leather and leather goods, copper, zinc, sulphur, 
ammonia refined glycerine inincidl jelly (\nsclme) and rubber 
goods lYc must not he understood to say definitely that the pro 
ductiou of any of these articles requires Government assistance, 
or that if Government assistance is rcrjuircd it should necessarily 
take the form of protective duties On the contrary, m the case of 
s ich industries assistance by means of bounties or other devices 
of this nature may be found suitable cither in lieu of tariff protec 
tion or in addition to it Our lecomracndations also must be under 
stood as applying only to aitielcs the mouufictiue of which by 
private enterprise is desirable Cordite toi mstanco uould alivays 
bo manufactured by Oovciimiciit and no ijuc-stion of protection or 
assistance Mould arise 


108 There is anoUier class of industries to wlnvli special 
<.omiacx-.tioi.s <.l>pty Thest wha. 

indiMtnes may bo cilled basic mciustnea by wIucJi 

v\ c mean industries ot vvhicli the products aie utilised as rav 
materials by numerous other industries m Indn From ono point 
of view the protection of such industiics may be regarded as un 

desirable seeing that the effect of protection will be to raise 
the cost of the raw maternl of a number ot Indian industries 
Tor this reason it may often be found that the best way of 
assisting a basic industry is by a bounty rather than by a pro 
tertne duly In nn, case the toelopmcat o£ certain basic 
mdirtttics jnaj be m llie mtcrests of the country generally either 
hccansc, like the iron and steel mdustty fto, „,ii „ 

cstahlishincnt of other iiidiistrjc!, dependent on them n I * 

Idee Mine of those industries trhieh Jiavrleep Iw a ‘'“ff”' 
industriLS ” under the British Safeonswi classed as hey 
their products arc ot such importance that' no Aat, 

the supply, such as might arise from » ^ interference with 

O I ar^e tnm a cessation ot imports, jyould 
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bring other industries to *i standstill Our general view is that the 
decision whether protection should be given to basic industiics 
should rest rather on consider itious of national economics than on 
the economics of the particular industry In addition non and 
steel certain chemicals and minerals and lubricating oils might 
be regarded as basic industries 

109 The supply of machinery at the cheapest possible cost has 
long been regarded m India as an essential 
Treatment of machinery condition o£ industrnl progress and from 
1801 when the customs duties were rcimposed until 1916 industrial 
machinery was admitted free of duty In 1916 a duty of 2^ per cent 
Mas imposed on industrial machinery other than that foi cotton 
spinning and weaving mills and in 1921 the same rate was imposed 
on this latter class The treatment of machinery raises problems 
very similar to those mUicU arise in the ease of basic industries Tor 
the development of industries i» general the fret import of macluneiy 
13 cMdently desirable On the other hand there ate obvious ad 
vantages m the encouragement of the manufacture of machinery 
m India But this ciicourioCHKnt should i ot as a lulc be giicn bj 
import duties Tliosc must tend to Injure tic genual iiulustricb of 
the country bj raising tlic cost of one of the prime constituents of 
production Our conclusion thcrvforc that uhen a case is made out 
for the cncoucagcmeiit of the taanufaaurc of machinery in India 
such encouragement should be gi\cn by means of bounties \Vc admit 
tint there imu he cxcoi tions to such a rule For instance jutt 
being ti monopoly of India it is possible that the jute mauufacturu g 
industry might he able to bear an import dulj on its maehiiicri uitli 
a new to del cl p the manufacture of this macliincry lu In In 
110 As Mc hni e 1 n I down the principle th t m order t \oul 
injuring industrnl diAclopment import duties should not be !ii! 
on maeluncrj to cncours^c its manufacture in India it follow a that 
we cannot approic the principle ot taxing machinery for purjo'Cs 
of rcienne "lie fulls realise the financial difficulties of the Goierii 
ment of Indn winch led to the imposition of a duts on machmen 
and we admit that the present diils of 2} per cent docs comparativclj 
little harm But we feel Ijound to express our definite mcw that u 
menue dntv on machmen is undesirable m the present state of 
the countrj s dciclopment and that the existing dutj of 2} per 
cent should be nbnlnlud a*- tarh ui« possible 

111 In discussing innchiitn we liave had in Mew mainh euch 
VacUftorr mscliinen AS IS needed for the dcielopmeBt 

W b-iami r«««r of up locate industries and for the unprov©- 
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tncnt of aynuiltm c and dair^ in^, these hLinjr the classes of inacbncr^ 
Tihich liiae lulherto rtcusul sptcul titilnicnt Jlacluncrj on the 
Other hind (avith the exception of .i^iieultui il and dairying jmph 
Jnents) vluch is a\(iikcd h^ inaminl or minial jioner is Inbic to duty 
at 15 per cent ad ttdorem, mil the question arises aihcthcr tins dn 
tinctioii is i propel one "We uiidcrstaud tint the principle 
underlying the distinction is that poncr macllmcr^ is purchased 
out of capit il which it is undesirable to tix "Wliile endorsmS 
this piinciple we lliink that it should also be applied to small 
f=.cale industries, and that the concession should he extended to 
all machinen, escii when worked by manual or animal pouer 
which IS used for indusiml puiposes If foi instance the import 
of handloQins free of duty ueic a nsattci of significance to the 
Inndloom indiistiy we coiisidci tint the fact tint the loom is 
xrorked by liand should not stand in the way of the concession 
being granted tVe do not however cont-idcr tint any special 
treatment need be aceoidcd to machines which are mere labour 
saving devices such as typewuters and sewing machmes 


112 We icceivcd m Bombay a wideh signed representation 
t'-o® *>" pr'"''!”’ Psci’ "■'d suppliers of 
gear clectiical npparitiis uhicli drew attention 

to certain disadv mt igcs under which the clecmeal industry was 
BUireiing 111 legard to custom-* tre itmcnt TJie imm complaint was 
that transmission pen was chaiged at the general t inff rate instead 
of at 24 per cent and that m consequence eleetneal supply was 
placed at a disadv intagc in comparison with steam or gas siippia 
in which the tiansmission system is much less elaborate Wc 
iccognise that the present lulcs do m fact involve some discri 
mination against deotrie supply, viliicli is undesirable, and we 
recommend that if a definition of such transnussion gear can be 
devised aaluch is not b iscil on the puipose foi vvJiich the articles 
are required, the benefit of the favouiablc ute should be extended 
to such transmission gear Wc art however much impiessed with 
the practical dimculties which ause m ittemptiiig to administer 
a customs definition based on the purpose for which an article is 
to \.e used our tcMmmeiidatwn n Mnd.tion ,1 on tho possibility 
of a satisfactory definition being framed which will j ^ 

co„suIcr„l,„„s „t llus „ ,|„,o Wc ll.sl, ,0 iS It 
mir recommend ition applies only to trmsrnissinn 
ilcitrical ipparatus ^entrillv which Wedn r. t 
to anv t-pecial treatment consider js entitled 
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113 Hiw mitLiials rpquireil for Tndnn inclustnos sliould ordi- 
mrih be admitted free of dut^ rair 

r«w material? nnicmls we mean imtcrnls 11111011 line 

not undergone more than the most elcmcntan treatment such as 
ginned cotton uool tops or ran rubber Tins is an obiions pnnci 
pic of general acceptance m protectionist countries but its appli 
cation will imohe some changes in the existing Indian tariff For 
instance ne liaie had mam complaints rcgaiding the import duty 
on sulphur, nhich is a raw material for manj industries and the 
Tata Oil Mills Companj haae complained that their industry of 
extracting oil from copra m Southern India is handicapped hi the 
impQit diiti on copra In both these cases there appear to he good 
reasons on ordinaij protectionist piineiples for remoimg the diitj 
There maj of course he instances in iiliich it is found necessarj to 
protect by an import dutj the production of some raw material in 
India but such cases should be comparatii el> rare seeing that raw 
materials arc m general bulkj in proportion to their lalue, and there 
fore enjoj a cousnUrahlc measure of natural protection It is true 
that ill man} countries agricultural produce rccencs protection, but 
fortunatcl} this problem has not let arisen in India and the posi 
tion IS thcrofoie groatlj simplified In this connection ire note 
that there is an import duti of 21 per cent on food grams This 
dut} Mas imposed in 1010 and appears to ns to sene no useful 
puiposc In n iniial times the import of food grains into India is 
ne,,ligil)lo in times of scarciti uhen gram is imported m nppreci 
able qiiintitios the dnti is suspended bi executne order It has 
been m suspense non since Tnnuan 1021 c also notice that oil 
are subject to the general rate of dnti of 15 per cent "We 
Mould suggest tint this dull also iiuglit be remoied 111 accordance 
"Uli our goner il j iineipU that nhen no dnti is required for pro 
lectiie purposes tie lau materials uswl bi am indnstr} in India 
shonl 1 be left fiee DifTcultus arise onli Mheii there is a question 
< f filing piotoUi nt tj e ran nnteiial Tor instance there might 
1 0 some doul t IS 1 1 mU ilur sill worm cocoons should be admitted 
fn in the intcrcsis (f the sill weaiing indiistn or should be 
I n ticti d III llie mti re Is of the sill worm rearers 

111 There IS one import nt erinmoditi which mnv be regarded 
n** tl ran matirial of nearlr all industries, 
ni 1 nhteh najuires special mention An 
nlnnlant an 1 cheap snpj U of coal is the foundation of future m 
ihi'trnl t ro ra*s-s m India f r thmwh water power prondes an alter 
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nati\ c, it 13 limited to certain localities oinng to the impossilnlity cf 
transmitting electric power o'vcr grett distances Coal is under our 
definition a basic indnstn , and one the dcs elopment of winch is of tbc 
greatest importanoo to iniliistnos m gcneial There are great de 
posits of coal still nnvorhetl in India foi the deaclopmcnt of wbeli 
capital 18 rcfinirecl but capital will not be fortliconnng until the 
coal indiistrv is pi iced on a more pioQtable basis It may be argued 
therefore that assistance to the coal indiistn should be guen in the 
pcncrnl interests of the imlustnes of India and that for tins purpose 
n proteetne duty should be imposed A reiemie duty of 8 annas 
a ton has liceii in foicc smec 19lG and the Indian Mining rcdcration 
( alcntt! npg^sted that tins rfionld be iai“Cd to Rs 5 a ton This is 


1 o\\ \ii (1 e cl tliDsc cases m nbieh ne arc convinced tint the 
tcction of the basic induslrj or raw material would not be to the ad 
\antagc of the countrj as a ^^hole Cheap coal is essential to mdus 
tries and wc arc not prepared to recommend any measure-* which will 
make coal dearer Jloreoaer there is icason to believe that the coal 
industry is snfTering from a special and temporary disabibtj It is 
notorious that the i-nlwaj facilities for handling coal have becom® 
ontirolj inadequate This seraes to re tnct the market and also to 
clcpic 1 tin, n’ '■f' for that portion of the market vtg railwaj com 


panics themsela es to winch there is a corf a nfv of hemg able to mnice 
(leli\cr> "Wo hnao no doubt tint these conditions base reacted most 
unfaaourablj on the* coal mdustrj tint till they aif' rcmo^ed no 
measure of piotcction would bring prospeiit\ and that wlirn tbe^ 
aie icmo%ed the in(lu&fi*v will need no piotecfion Tic cuic there 
fore lies m a rapid des elopment of raihrns facilities ns a result of 
uluch we beliea e thnl output will be increased and a more favourable 
general lead of prices uill be obtained though the price of coal to 
nulustries mas actunllj fall Our geucial conclusion is that on 
principle there should he no import duty on coal and wo recom 
mend that the present duty of 8 annas pel ton be remoaed at the 
earliest opportunilj 

115 In the case of parth manufactured goods the problems of 
rartiy««T,T.f«t«re.i aooU f,” , interest? are more likely to arise 
Tf e fmuhinental difficulty is t^at a d^i^^^^Te^panry 

cn.cr H tor ...tank tank 

untivn duty ot l-i fer ffnl , “ P™ 

yliirli ore nwd in nnlm!; the finished '"'5' tantcrnl. 

. lire iinnhcd irlicle tlicn tire duty ot 16 
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per cent vrill ba\c to be iiici eased to compensate for the additional 
co«t of innuficlurc caused by the taxation of the partlv^ finished 
goods It lol'ous therefore that the ideal, from the point of view of 
tijc ticitiiicnl ot the fiiuahcd goodi, would be to leave tut partly 
finished goous iiee Butitniaj often happen that the partly finishel 
goods also 1 eouiic protection, or possibly the partly finisbt d good^ 
nidj icciune piotcctiou and the finished goods may not A cisc in 
nhich some adjustment of tins natuie seems to be called for is that of 
]uintnig ml , on which there is a duty of 2^ per cent , whil" the law 
inalciJ ds fiom Minch it is manufactured m India pay a duty ot 15 pir 
cent The existing tariff rates clcirlj operate to the disadv outage of 
this Indian industry ihc whole question is csscutidUy a pr'ictical 
one, and no definite principle can be laid down The Tariff Board 
may Bomctimcs ha\c to decide which stage of an industiy offers 
‘he hest immediate icsults and to gi\e the necessary protection 
to that stage, cithci following out the results of thht protection 
and biMQg whatcNcr consc<iucntial protection may be necessary 
to other stages oi deciding tha‘ the dciclopmcnt of the other 
btages IS not i matter of im ncdiatc prictical politics These con* 
hidcratiuiib bring out ckailj the difiieultics ot dealing with basic 
industries b} means of import duties An impoit duty on a basic 
industry ina> luioUc compensatory duties being placed on a 
number of jiioducts which in themselves may require no pro 
tcction In such t isca is wv hive slated already, the better way 
nu} be to assiiit industries b> bounties 

lie From our general remarks it will be clear that m our Mew 
revenue duties should not bo imposed on 
0 u you CO on yam manufactured articles dcstiued to be 

worked lip further in India, unless a reference is made to tbo 
lariff Board iii rOgUrd to the probable effect of such duties on the 
industries concerned While we Lave been sitting however a duty 
of this nature has been imposed on cotton jam and we therefore 
thml It dcsinble to mat c n special reference to it In the early 
dajs of the Indian tariff cotton jam was subject to a low duty 
vrluch at the time of the gencnl abolition of the customs duties 
ptr ctrA ViVitfn m tVie coWon duties were 
roiraposcd it was st fir>.t decided that the excise dutj to countervail 
the import duties sli mid be inipt scil on v arn and not on piece goods , 
and accordm^h m lint war «n import dutj and an excise both at 
tic rate of 5 per cuit wen, placed on cotton varn. This system 
pave m l^Xj to an excise dut\ on cotton cloth , and it was 
dcci led that, ns the Indian fimshed product was to be taxed, the raw 
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matonal namely yarn should be freed both from excise and from 
import duty Accordingly from 1896 until the current year the 
import of cotton yarn Ins been free of duty In the course of our 
tour c recei% cd n certam amount of c\ idencc in regard to the 
principle of a duty on cotton jam some witnesses advocating it 
as a measure of protection to the Indian spinning industry, while 
others pointed out the lU effects mIucIi they anticipated anj such 
duty Mould pioduce on the baudloom mdustrj In the current 
ycai s budget however the Government of India impelled by the 
necessities of the financial situation proposed the imposition of a 
laty at the rate of 5 per cent nd xalorcm on imported cotton 
vain The proposal was accepted and passed by the Legishtme 
We feel that ue ire not m a position to pronounce any definite 
opinion regarding the piopiieu of tins dutj But we recommend 
strongly that in Mew of the fact that the duty has been mpesed 
without as ‘far as we are aware any detailed enquiry into its 
iwssible effects on the interc«ts concerned and that m accordance 
with our geneial principle no duty should be impose! on a 
paitly manufactured article like cotton jarn until the effect In? 
been carefully analysed by the Tariff Board the question of the 
continuance of the duty on cotton jnrn bhould be referred at an 
eaily date for imc3tii,at on md icpoit by tl c lariff Board The 
evidence which \\c loceived fiom those interested in the maintenance 


of the handloom industiy was that the gieot bulk of imported yarn 
IS consumed by the handlooms that the rise in the cost of tho cloth 
winch would result from a duty on yarn was hkcly to fleet tic 
demand foi the product of the handloom and that it was oven 
probable that the handloom weavers owing to their ill organised 
condition might not be able to pass on the whole of the duty by 
raising the price of their clotl and that therefore the duty would to 
some cstont have to bo paid directlj out of their onn pockets 
This It was felt would constitute n Iicavj burden on a poor class 
with small resources It was further urged that m the coarser 
qualities of goods the Jmndloom weaver is m direct competition 
with the Indian power looms and that a dutv on jam woiild con 
fer a clear advantage on the power looms The went mo- 
for t).o most part ol,ta.n tl.crjara froj. (heir oira spimuno lop," 

purcho ■ whether they 

Board will 
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have to evamine the validitj of these contentions and also the 
question •whether any duty on cotton yarn is required for pro 
tectivc purposes, for though the present dut> has been mpo'^ed 
hj the Go\ eminent purely in order to raise re^enuo, the advocates 
of the dutj regard it uilh Satisfaction os a measure of proleetion 
117 ■\Vc ha\e now stated generally the principles m accordance 
uith ulueh wc hold that protectue duties 
mas be impoacd But tlm function of the 
protection when the cir- State IS not Completed when a duty has 
cnmgtanees jnati y t a been imposcd If protection follows the 
lines which wc contemplate most of the protected industries will 
after a longer or shorter period be in a position to dispense with 
protection altogetlicr, or it any rate to maintain themselies mth a 
consider ibly reduced measure of assistance No one who has studi 
cd the liistory of protectionist countries can be blind to the fact that 
it IS far easier to impose a protcctne duty than to reduce or abolish 
it As an industry grows cconomicallj, its political influence also 
f,rows and it is in a position to eaert considerable pressure on the 
bodi that has the power to modif> the duty It ma> be accepted as 
the general ovporicncc that protcctnc duties are continued for too 
long a period and at unnocessarilj high rates It is true that, 
under a ssstem of protection when the local producers are m a 
position to supplj the entire local demand and arc as efBcicnt as 
their foreign rivals the protcctiic dutj becomes largely, if not 
altogether, inoporntuc But this condition maj not nriso for 
mam a ears and in the ease of some industries maj ne\ er arise "We 
haac to consider therefore arlrnt measures can be taken bj the State 
to regulate and when thca liaae fulfilled their function to remove, 
]irotcctiae duties Some antnesses realising the difficulty of reduc 
ing or abolishing a duta in opposition to tlie aested interests which 
are lil ela to grow up su^^rsted that when a protective duty is im 
poscnl it should he imposed onlv for a definite period at the end 
of which It should outomatiealla cease We fear that a scheme of 
this 1 ind wniil 1 he too drastic It is not possible for legislators to 
foresee the future conditions of an industrv If for instance, a 
time fimit of Vy a ears avere placed on the protection given to a 
pirticul - 111 lustra it mmht happen that avithin the period of 15 
'cars new conditions nnsmg inight male the protection of the 
in lustra ns essential at the end of the period ns at the beginning 
I’nliction in such a ease aaoall inevitahlv be extended But a 
tine lin t wlurh a~as not alaaaas olseraeil would soon lose all its 
1 fTectnenes^ To naoid such a contingeney the Government would be 
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tempted to fix a very distant time limit, so distant as to give little 
real security to the consumer And indeed it must he conceded that 
the period required foi the cstahlishmcnt of an industry will not 
ordinarily be short The cinnicnt American economist, I’mres or 
Taussig, who vas the first Chaiiimn of the United States Tariff 
Commission, writes “ The length of tiino to be allowed foi ihe 
experiment should not be too biief Ten jears arc not enough, 
twenty years may be reasonably extended , thirty years ar n'’* 
nc'^essarily unreasonable ” It is hardly to be expected that an 
industry would be able to e->tablish itself lu India in an> sh rter 
period than is requiicd in so highly deaelopcd a country 
as the United States It would be necessary, therefore, cithei 
to fix a time limi*- so remote as to lia\e little practical meaning 
or to fix one winch might well pro\e inadequate and would certamh 
fail to give the industry that feeling of security for the future 
which is one of the most important results of a policy of protection 
"We feel therefore that the scheme of a tune limit is not reaU> 
practicable, and that the difficulties which it was designed to obausto 
must be faced in some other way "We think that the only method 
by which the State can satisfactoiily maintain its control o\ei 
protected industries is that the Tariff Board should bo charged with 
the duty of watching the effect of the proteetn o duties imposed and 
making from time to time such recommendations as it may think fit 
Wo do not think it is possible to lay on llic Board the duty of report 
mg in regard to each industry after nnj defnitp stated period But 
on°thc other hand it is important that the direction to watch iJie 
effect of the duties should not be expressed too generally, for m that 
case we do not anticipate that anj practical result would ensue 
"We recommend therefoie that the Tariff Board should be directed 
to review periodically the protection given to industries the period 
of review being left to the discretion of the Board but that it should 
be understood clearly that the rcMew when made should take the 
form of a definite enquiry into the condition of the industry and the 
desirability of coiitmumg the dutv at the existin" rate ^ 


ns These recommemlafom -.ppl, pnmne.ly aapst, ,^3 
are thriring under protection It 1, po,„l,lc however that some 
.ndmtries to which protection haa been extended will not fulfil the 
expectations on wliicli protection was granted The T, '“5 

Should bo charged with the task of mvSatinf.T? ' f. 

such indnstnes, and if satisfied that nrotcef mt, ® conditions of 

nnd that there is no probabiliU of succeeded 

mend the withdrawal of proteeiion it should recom 
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> 119 "We hw already explained that we contemplate a tariff 

T,T.t.o. of .rt Olo. ool '‘'nK Part's of rev^na and rirlly ot 

reqn nnj protection protective dntica , and wo have now to 

consider ^^hetUcr am principles can be laid down -for regulating 
the rates of taxation on articles to winch protectionist considera 
tioBS do not appb TJie mere fact of an article not requiring pro- 
tection will not justify its being taxed without consideration of the 
effect of such taxation on other industries e haac recommended 
for instance that there should be as a rule no duties on raw materials 
Similar considerations apply to the case of scmi manufactured 
articles which do not go straight into consumption but are used in 
the process of manufacture of anj indiistrj m India Any taxation 
imposed on such articles reacts on the industries which use them, 
and consequent!' mil either injure those industries or will ncces 
Ritatc the imposition of some compensatorv duty ‘Wo have already 
referred to a conspicuous example of such a case m the duty on 
cotton yarn From the protectionist point of mow it is clearlj 
desirable that artieles of this nature should be admitted at the 
lowest possible rate of taxation and if the revenue necessities of the 
Government force it to contemplate the imposition of taxation on any 
sncn article it rIiouM not he imposed until the Tariff Hoaid has 
' 1 een eonsulted and has giien its mow as to the desirability of taxa 
tion from the proleetinmst pnml of mcw 

120 ^^hen pr iteefionist eonsiderations do not arise w'e aeo no 
reason why tfie Go'crnment should not impose reicnue taxes in 
accordance nitli the recognised principles which govern such 
tiNilion Wh n a hr^e re% une is r<‘|iir'*l it is "cneraPj ^fund 
tlirl taxation has to Ic imposed on artieles of almost unneril 
consumption >\liieh mas le ela*: 1 av iieee<!sanes 1 ut in general 
tin. necessaries of life Rhonl I I e lasc 1 as Iightls as possible IIi„h 
duties mas rea on 1 1\ I c I \irl on lixunes proMded care is 
taken that the duties arc not pitched so high ns to pass the point 
of maximum | roductnit' 

121 VTlien the s\st<>m\\l \ch\ic contemplate is m vrorkiu" order 

i„ ", " ' ’'"'"'I'-'' It Int 

u«iyricl i»tt»'Ti“r re wf t* 0 <iaim lo protection will 1 are liad its ease 
I t' Hr TirifT I oarl nn 1 pro 
• n ' ill cit! er tasc beon grantel or 
denicl In eonseqnoiiee -ns dntv srl ie|j Ms not dcfnitelr Men 
deelareil in M n proteetiic dnts or nlieh has rot Iron fixed 
mth reference to tic principles indicated in para'waph 119 will 
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bo rfsulitccl fiolelj in nccordancc witli the fimneial ucerlq of tbe 
CJovcrnmcnt Wp recogmso 1l0^^e^cr tint there iviU he n 
ti in period ivlnlc flie Tariff Board is mol in" it<> initial 
It mifjht linppon that m fins intcnal the Gnacrnmcnt wished on 
reaenno grounds to dimmidli n duty which the industry concerned 
might c-laim was exercising a protcctuc effect Should such a case 
nnso avo have no doubt that the industry would not lach spol esmen 
wlio arould icqucst the postponement of liie alteiation of the duty 
until the Tariff Board liad reported on the amount of protection d 
nnj , rcfpurcd and we uige that m consnleiing anj such cis 
the goneial principles of our recommendations should be borne 
m mind It might also I appen tint some important indi^ti^ 
needed immediate assistance before the Taijff Board had come into 
existence In such a case we should not expect Oosernraent to 
feel Itself debarred from considering the claims of the industry and 
iC satisfied recommending to the Legislature the grant of the 
necessary help pending fuller imestigation bj the Tariff Board 
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CHAPTER VIU. 

Supplementary Measures. 

122 ha^e gnen out reasons for advocating a policy o£ pro 
A oois induilml bun m •'■CliOll lU IlnllA mil MO lIO^e Olltlmcii llic 
priin»ry edncfition piiiiciplcs m aocoiclTiicc tilth MlllC'l that 
policy should be applied But it is clear that the mere imposition 
of protectne duties, hoivevcr scientifically contriicd, will not 
by itself produce that full industrial dciclopmcut which lie dctsirc 
The Indian Industrial Commission pointed out that “ ^ factor which 
has leaded in the past to delay the progress of Indian industrial 
development has been the igiioiancc and couscnatism of the uu 
educated workmen ”, and \\c nish to lay sltess upon the indisputable 
truth of the fetiitemcnt lUc iiuaUty of Indian labour can only ht 
raised hj nu unproicmcnt in the ctlucation of the labouicr, Minch 
will lead to a liiglKi btaudnid of lutcliigcnce and a higbci btmdaid 
of liMiig IVc fcol tint the type oC pnnnry education at prcocut 
gnen m Iiuln !■> not ah\ iy» suit iblc to ibo dciclopmcut of a luoio 
tfiicicm iiidustri »l popuhiiou Me Mould suggest that the primary 
bchool eurr/culinii should «iclu<lc some form of manual trainin^', und 
that the cducitioinl sistcm should be deioted far more tbm at 
present to the awakenmg of m interest m inechamcal puisuits If 
u more practical and iiulustnal turn can be ni'cu to prinnn cdu 
cation the difliculti to nhicli we Imic already referred in regard 
to the supply of uidustrnl labour Mould be likcli to dimimsU The 
diiliciilty ns mc haic ivpluncd consists nut m .ini real paucity of 
suppli hut in the conscrinlisni of the igricultunl classes and tbcir 
nluctnnce to seize the opportunities for more profitable employment 
which arc open to them A greater familiarity irith mechanical pur 
buits induced b\ earli training would go far to remove the«e pre 
judiccs. 

12j It IS not only nj the loner rani s of labour that an improi c 
Tij.bloI.rP».u„. •I"”''" >' Mciissiin Too long 

Ins Indii 1 ecu dependent in the more 
skiUctl branches of industn on imi>ortc<i labour, and nothing is 
more hkcli to chcHpen the cost of production in Indian industries 
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bo rofjiilated solely in iccordancc ■with the financnl needs oi the 
CJovernment We recopnisp ho^^e\er tint there will be a trsnsi 
tion period ivlnle tiio Tariff Board is mal mp its mitnl ct (tutrie'? 
It night happen that in this intci\al the Goaornment a\j'hed on 
rcacniio grounds to dimimah a duty which the industry concerned 
might claim a\as exercising a protective effect Should such a case 
arise, we have no donht that the indiistiv v\ onld not lach spol esmen 
who would request the postponement ot the altciation of the duty 
until the Tariff Board had reported on the amount of protection if 
any, tLQUired and v\e nigo that, m cnnsidoimg any such cis 
the general principles of our rccoiomcndations should he borne 
m mind It might also happen tint some important indii''tc3 
needed immediate assistance before the Tariff Boaicl had come mto 
existence In such a case tve should not expect Government to 
feel itself debarred fiom considering the claims of the industrv, and, 
if satisfied, recommending to the Legislature the grant of the 
necessary help pending fuller investigation by the Tariff Board 
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than the replacement o£ imported skilled laboui by equally efficient 
luflnn hands ^Vc rc^'lisc tbit this may be a matter nf some time niid 
difficulty, though m the cotton industry the process has already 
advanced considenbl^ It Ins been suggested to ua that in order 
to ei-pcdite the pioecss the Goieinmcnt should mihc it 
obligatory on all mdustinl couccins m Indn to give facilities fu 
tedinical ti'iniiHj, to Indnn ipprciiliccs "We fcai, however, that 
the training given luidei such i system of compulsion would 
be of little V aluc and w c believ c tint economic forces by themselves 
are rapidly producing the icsults which some would endeavour 
to secure by legislation Iinpcitcd Inboui in India is noi' ^o dear 
that inJustrnl concerns aio dineu by regard to their own 
intcicsts to endoinom to ti n up Indnn labour to tal o its plate 

124 Ihere is one ducetion however m winch we consider that 
Government could with advantigc talc action l\o thml that 
whenever importmt Qovernmert oiders aio plitcd with firms 
outside Indn oiit of the conditions of t)ie tcndei should be that 
the films should it icquircd a„iee to altoid ticilitics for technical 
tiaining to Indnn apiienliccH sent by the Govciiiment of India 
The competition foi Indian oideis is so ^reit that in practice Wfi 
believe few fiims would decline t ccopt sue) i condition and 
consequently the ac1 pti n of t) c i> bty v d 1 entail uo appreciable 
extra cxpcndituic on tlie State ^^c Istiv tl it i resolution in 
this sense was moved in the I cgislativc \ssei bJy t y Sii Vithaldas 
Tbicleraoy on the 23rd Scptcmbci 1921 an 1 was treated 
sympathetically by the Government 

125 We 1 avc rcfeired to iJie necessity ot mci cas ng tl c supply 

1 „».oa ■oobil.t? ol I'l suit illo I lour niullino Eiiggestcd that 
Ubaor bettci methods of education might tend to 

acliievc tl IS result Wc think it js possible ilso tli it the existing 
Guppbes of labour might be made more mobile by some system o£ or 
g^lllsatlo^ The tea industry already takes special steps to secure 
for Itself the laboui it rcquucs and wo think at is possible that other 
imluslnci might uith uaiantagc to thcmsclies develop some sumlar 
system 


ISO There m “ttolher subject, ope of u more eonfent.ous 

in I rtrica \ ije policy of protection which 

th.t the hjstcm oil wliij. rodu ij t>ccn urged 

to the mtctcbls of mdustrics If ™ injurious 

uustries it ^ not inconeoitablo that a policy 
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of protection to iiulu'^tries might to some ostent he nullified by 
.njudicious raihva\ ntrs, or it might he found that m consequence 
of such rates the tariff protection required by an industry, and 
consoquenth the pcnalt\ on the gencnl public, uas higher than 
It otherwise would he 'Ihc Indim Industrial Commission leceued 
much eaidence m regard to the alleged handicap imposed on Indian 
industries hy the railwaj rates policj, and deaoted a chapter of 
its report to considering this question Similar cMdence was gnen 
before the Railway Committee which sat last year, and we haae 
icconed complaints fiom persons interested in industries jn man> 
parts of the countij to the effect that the sjstem of railwa> rates 
operates to the disadvantage of Indian mdiistrv 

127 Broadly speaking the charge is that the rates are so 
framed as to encourage traffic to and from the ports at the expense 
of internal traffic This means an encouragement to the export of 
raw materials and to the import of foreign manufactures to the 
detriment of Indian industries which often have to pay what are 
described ns unfair rates both on their raw materials transported 
from other parts of India and on their manufactured articles 
despatched to the snrions marl«ts Wc had the advantage of 
discussing the existing policj of railwaj rates with a member of 
tin 11 iilwnv Board supported hv representatives of the Fist Indian 
and the Xorili Western I{ailwav> We were shown that in more 
tlian one instance the rates mentioned to us hv witnesses were 
incorrect, and that tiie facts did not support the allegations made 
Tlic official view of the matter is Hint the complaints arc largely 
unfounded and that the railwnv companies are fullj nlive to the 
importance of encouraging Indian industries In support of this 
MOW we were referred to a circulnr issued by the Railway Board to 
nil railwav companits on the IStli Maj 1915 In this circular it 
\\ IS pointed out ihnt tin est ddishnient of industries omnot fail 
dine h I r indineth t > imr im the hoMness of the rnilwavs and 
that the adiiiinistralioiis of radwavs have it in their power to do 
much for the <iicoHr3genienl of new industries hv the quotation of 
fiivonraMe rales for the carriage of the raw materials and of the 
fimvlieil products nnl the railwav companies were asked to co 
• perite in mil ing a sp n d < iidi i\«.ur to do all that v^as po« ille 
for ll e encouragement of o diginous industries. The principles laid 
diwn 111 this circular on InvoikI dispute The recommendation 
male is cue which vve rntinh approve But we feel bound to 

lilt out tl at tils rireular was issiiM in J^l'i that the Industrial 
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Commission reporting m 3918 drew attention to oompUint^ 
indicating conditions quite inconsistent with the policy enunciated 
in the circular, that the Railway Committee in 1921 received similar 
comploints and that exactly the same complaints were made before 
us in 1922 Wc cannot belicae that these complaints are entirely 
without foundation In spite thciefore of the sympathetic attitude 
of the Railway Boaitl and m spite of the fact that this question has 
already been dealt uith b\ tuo important Commissions within the 
last four yeais, we think it necessary to lefer to the matter briefly 
in the hope of emphasising points winch appear to be accepted 
generally in theory, but do not always seem to be translated into 
practice 

128 We cannot do better than state our general agreement 

Pn.,lpU. .hot, .ho.ld "■'= Indns*™' 

irovera the pohey of railway Commission on this question, and in 
”*** particulai endorse the following of its 

recommendations ■ — 

(1) " The governing principle uhich, we think, should be 
followed m railway lating, so far ns it affects indus 
tries, IS that internal tralTic should be rated as nearly 
as possible on an equality with traffic of the same 
class and over similar distances to and from the ports ” 
The Industrial Commission pointed out that this principle 
must of course admit of numerous exceptions but they pressed for 
its acceptance as far as possible m the case of raw materials con- 
veyed to, or manufactured materials con>eycd from, Indian raanu 
factunng centres Wc agree with them in thinking that the accept 
ance of the principle would rcino'c most of the existing complaints, 
and would tend to ha^e a beneficial effect on Indian industries 
We specially endorse the recommendation that machmeiy and 
stores destined for industrial use in India should he transported at 
the lowest rate possible 


(2) " Wo fhmt (hot railways should accept the principle which 
13 Jollowed in waie other parts ot the world, that a con 
Bisnnicnt traaellins oacr more llisn one line should be 
charged a single sum based on the total distance " 

If such a policy 1 , feasible, we think that it would tend to 
remedy some of the existing <]isabihti<>« undA,. «.i. v a , “ ^ 
Buffers But wc cannot ignore the faet fn wi i, internal traffic 
mmion also drew attentriat eSra ^ 

which handles traffic over only a short .i i * incurred by the line 
osi-r only a short distance, and we are not in a 
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position to SI} nhetliei the solution suggested by the Industrial Com- 
mission of granting suitable allowances to the less favoured line 
nhen dniding tbe total pajmcnts between the railways concerned 
would involve serious practical diOicaUies 

(3) "We recognise with the Industrial Commission the danger of 
a policy of indiMdual concessions to industries and of treating railway 
rates as an indirect method of subsidy by the State But we think 
that within the limitations laid down by the Industrial Commission 
it is not unreasonable that special rates should be granted for a term 
of years to new industries, and e\en to others if they can make out 
a proper case for special treatment We do not contemplate that the 
investigation of such claims to faiourable consideration should be 
part of the duties of the Tariff Board 


329 IVc notice that the Railway Committee have ma,do a 
^ ^ , proposal which if accepted may go far to 

ror««®4 Holes Tri un* remo\e the existing complaints They pro- 
pose that a rates tribunal should be set up which should have the 
power to gne a fair judgment as between the trader and the railways 
This would rcl 1 lo^< the complaint that is sometimes made, that 
hitherto the trader has had to appeal to the railway against its own 
decision Wc think lliat if the first recommendation of the Indus- 
trial Commission cited m the preceding paragraph is accepted, and 
the rates trilmnnl in cstnblishcd to adjudicate m any cases of special 
complaint, the wliolo sjstem of railwsj rates will be placed on a 
much sounder foundation, and there will be little fear that the rail 
wav policy will nd>crsel} affect the development which the tariff 
polic} IS intended to nchic\e 


130 Wc rccoi\ed not a little cMdcncc of the inadequacy of the 
imrroTtmsnt in T*iiw«y faeddus at present prodded by the railway 
fkciiiiic* cninpanics This Iiowevcr is n fact m the 

existing transportation sjstcm of India which is well recognised, 
IS diit to well kiiomi causes and is in process of being remedied as 
rspidh ns moiui can bo presided \\c hope therefore that the 
dcselopmenl ol our polies wdl not long be impeded bj the present 
deficiencies of the nilwass of India 


ni il I irnH«l i> tin c »mplnin*’5 about rnhn% rttCN 

b«**rt»cif<wui suip- the complaints which we Iia\e received 
HesTMr* alout coastal shipping rates The csusm 

are different, 1 iit the results are stated to be the ssme nameir, 
that Indian goodi are handicapped in transmission m eoinpari«on 
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goods from foreign eowntries K »tcs In^e been quoted to w 
s^lo^\lng ft greftt dispirit} between the charges ou goods 
from one Iiidim port to another and those on goods eon'evw 
between Indian and foreign countries Such disparities more 
than ncutribse the natural protection which an mdastrj Hugh 
expect to rccene in its own country bj reason of the distance o 
foreign manufacturing centres The cause of the high rates in the 
Indian coastal trade can according to their critics, be summed np 
in the one word ‘ monopolr * It is suggested that the cxistms 
mbnopoU can best be mot the deielopment of an Indian 
mercantile inanne \s in romi etun with tl resoUitiin m 
hi Sir Suaswami Anar m the Legislative Assemblj on the 12ta 

Jinuarj 1922 the Goiernment of Indii haie accepted the necessity 

of a thorough enquiry into the measures needed for the encourage- 
ment of an Indnn mercantile marine it is umiecessiry for us to 
do more than express our belief tint a successful issue to this poUev 
should haic a fniounble effect on coastal freight rates and assist 
industrial deielopmeut 


132 There is how c\ cr one special feature of the esistmg si stem 
to which we think it nccesaary to draw 
SilppiBcretitM altcntioii The sjstcin of shipping itbatM 
IS one of the strongest buttres«e8 of raonopolj It is clear that an 
arrangement whereby a certain percentage of the freight paid is 
returnable to the shipper at the end of twcl\e raonthR proiidcd 
iio cargo IS shipped bj niij outside hoc is u powirful weipon for 
■maintaTiiiiig a shipping monopolj Other cmintrica ha^e recently 
Icgidatcd agimst this fostem and we think tint the Goicrnment of 
India should make a thorough cnquir} into the desirability of 
initiating similar Icgi'lalion in India 


13 J ^Nc lia\c discussed the possihiliti of protection being 
iieutnliscil owing to the existence of unfair 
dn»rins railway or shipping rates But there i.'» 

another importnut cla«s of conditions whereby the protection 
designed for an industry mas be dimmi-hcd or cancelled Duminnr 
ha. b«n for Banj 5 ear. o rabject of coaaplamt among manufacti rm 
..ho coMidcrca that thiy ,.orc auhjoct. by auch methoda as the word 
IS gonoralb umlcrslood to ,0 tbo rafatr comnd.tmr of 

lorcgn mdmtne, l!„t u wa, „ot „nt.l fbo coas.dcrat'r 0 
economic problems nftir the war ^ uvfauun vi 

to loom Urge .n the ruUm aLH. ‘’““"”5 '’^8“ 

aaltottal danger No ono oLu r T countries a. a seriout 
b one toidd lomic the nature of the economic 
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competition after the Ainr md there waS ^ general feeling of 
nc^^ousncs 3 in case cnemj countries in particular adopted this 
method for re introducing their industries lUto the marhets of the 
uorld The aetual course of events has riot accorded with the 
apprehensions entertained, while the issue of the war was still 
undecided, hy the Governments which took part m the Pans 
Economic Conference But the ideas at that time engendered gave 
an impulse to the common sentiment, and resulted in a large number 
of measures designed to pre\ent dumping 

134 Dumping is a word which in common parlance is 
frequently used to cO' or any kind of sci ere 
Defimtinn of dumpin? ^ Unfair Competition But the 

practical definition of the term which emerges from a general study 
of the legislation directed against it is the sale of imported mer 
chandise at an P 0 B price lower than the prevailing market 
or wholesale price in the country of production In other words, 
the dumper sells to the foreign consumer at a lower rate than to 
the domestic consumer 

135 It IS noccssari to see how such a condition arises and why 
It should pay the foreign manufacturer to 
iiieatMc* suppl> the consumers of other countries on 

favourable terms Tlic most ordinary way m which dumping inaj 
arise is ns the result of overproduction a sudden fall m demand 
leaving a surplus stock to be disposed of Instead of reducing output 
too drasticalh it ni ly pa> manufacturers to continue producing 
quantities somewhat in excess of the real demand and to get ml of 
the BurphiB at iilmoBt inj price thej can obtain In this waj a 
eonntrj niaj find itself Bupplicd with dumped goods owing to what 
nnj he do crihed is accidental over production But it is poissiblc 
that this process iniv become more sjsterpatn. In a country in 
which the home manufacturers have m consequence of a tariff a 
monopolj of tin. home market and can thus keep up prices there, 
and in an mdustrv which benefits by mass production, it maj paj 
the manufnctutxrB (o produce much larger quantities than can be 
coiiBumcd in the home market, provided fhc eurplos can be dis- 
poseti of at a prie« winch tovers the bare cost of manufacture In 
Well caw' tbiTt mav b<. a t-vstcmatic process of selling goods abroad 
at a price 1 clow thu ni wl ich thev are pabituall} sold at home 
1 inallv there mav be exceptional cases in which an industry deli 
b^ratrlj Bupphe* good* at a loss with a new to extinguishing a 
foreign ludu^irv and Iherclv bccuring a jnon^Pob of the foreign 
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TOirket in the expectation that it 'Will recoup its lo-jses by enhanced 
prices when its rnals ha^c been driven out of existence 

13G It lemauis t« c n ulcr the effect of clumpm" on th<* countrv 
wlich iceeivcs the dumped goods It is 
* ^ ^ * < b\ 1 \i’4 in the first place that provided the 

country recenmg the goods neither manufactures nor wishes to 

manufaeturc goods> of a similar kind it receiv es no injurv, but a 
tlcar gain from getting goods at particularly low rates The inpiry 
that dumping may do is only to the mdustnes of the country in*o 
which the goods are dumped If the ilumping is purely casual 
arising from some temporary mi’tcolculation of production m another 
country the mjura done to industries is abo temporary and 
casual and is probably not of sufficient significance to demand 
special protective measmes If the dumping on the other hand j 
of a more systematic nature the injury done to the home industries 
IS 1 1 cly to be more serious It produces a feeling of insecurity, and 
may well demand vomc special measures In the third case where 
the dumping is deliberately designed to destroy an industry lo 
order to secure a subsequent monopoly it would be clearly incumbent 
on the State to take measures to pi event t! e success of such a policy 


137 Dumping being defined with reference to the price of the 
Ol pronns th, sooi-, m J> Irawsn It >, MtnraUy a 

c««tettc« of dame 02 matter f considerable u me uty to prove m 
anv particular case that dumping is taking place and it is not 
easy to siy V hctbei at tl o present moment any dumping into India 
IS in progress TJic £ ila Iron and Steel Company Luraited gave us 
s 1 u. fi„uns pUlportlIJ,^ to i,l vv. tl at Lnr.h''h steel was h'lng srld 
bilon the cost (f oroduction The paper industry also complained 
il >t English and Gcrmm pipn ' as b n ^ lumped m India uid 
there have been allegations that cement is landed m India at a cost 
which indicates dumping In none of these cases however can it 
be gaul that dumping has been satisfactorily established and it is 
obvious that proof will always be Lard to obtain Corroboration of 
these statements can only be obtained from reliable agents in foreign 
countries and the expense of maintaining such agents m more than 
a few countries would 1 c very considerable We understand that 
the Canadian auti-dumping legislation has been worked with Lr 
success beeauve It is comparatnclv ea« fnr 1 

rcliAlc .ntomilion pnccs the g, 

the mam source of her imports But m waicn is 

oitualcd the coUecUon o[ nJormuUon be mr^o 
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138 The legishtion in Canadn was the prototype of most of the 
Legislation m oti er early l^islstion agamst dumping Its mam 
couTvines outtmts BTC as follows Actvifti IS restricted 

to the case of articles of a class or kind made or produced m Canada 
The question whether goods are dumped is decided bj comparing 
the price at which they are sold for export with the fair market 
value of the same goods when sold for home consumption m tha 
country whence they are exported If the export price is less than 
the fair market x alue m the exporting country, a special additioml 
Quty 13 levied on them on import into Canada equal to the difference 
between the two prices The Act passed by the United States m 
1921 differs from the Canadian Act mainly in the fact that no action 
IS taken until the Secretary of the Treasury, after such investigation 
ns he deems neccssarj, records a finding to the effect that in the 
first place the importation of a certain kind of foreign goods is 
injuring or is likely to injure an industry in the United States 
or 18 presenting any industry from being established , and in the 
second place, that such goods arc being or arc likely to be sol 1 1 1 
the United States at loss than their fair aalue The British Safe 
guarding of Industries Act is m one respect similar to the United 
States Act in tint the application of the dumping dutj is not as in 
Canada automatic hut is preceded by an enquiry The enquiry m 
the United Kingdom howeaer is of a more clcaborate nature than 
that in ihc Vnitcil States 

139 In Mew of the comparati\cl> few cases in which dumping 
Fore*rtoJ ieei"i«u«ti Imha has been alleged we do not think 
forin>ia it c\p<.dicnt to rccomincnd the enactment 

of a measure against duinpins such as that m force m Canada, 
which las general and immediate effect At the same time the 
possibilits that action ina> be required cannot be ignored more 
cspcciallj m MOW of the fnct that the recent antidumping legisla 
lion pascpil in s nnm untri s uiH t nl t c iicentrcl'' such 
dumiutig as ln^ tale plice on those countries which base not 
protected thcm«cl\o ^\ e therefore recommend that the Goaem 
menl should consi Icr tl c de irahilits of lutroducmg a measure more 
on the lines of that pas <’ I m the United ‘States wherehj power 
shotill I e tal en to iinj s a luniinjrduts ulen after enquiry bs 
tie Tariff n ml it 1»> I n «stalli!rl that dumping is taking 
j ’aee an I that it is injurii ♦ or is likelv to injure an Indian industry 
Tie CiiMiinv TnnlT (Inlu tn > Tn riatimil \rf 1021 passe,! In 
tie term nwrakh o! Su traba in U'cmber conUms a 
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pmjsioit which thml would be {;cneTiUy suitable to Indian 
conditions Section 4 (1) and (2) o£ the Act inns ns follows — 

If the Alimstci is satisfied after cnqmr} and report by the 
Tariff Board that {roods exported to Austraha which 
arc of a class or kind produced or manufactured in 
Australia haic been or are being sold to an impoiter 
m Austraha at an export price Which is less than the 
fair mail ot aaluc of the goods at the tune of shipment 
ami that detrnoenf maj therebj result to an Australian 
industrj the Minister maj pubbsh a notice m the 
Ga'’€itc specifying the goods as to uhich he is so 
satisfied ” 

" Upon the publication ot the notice there shall be charged 
collected and paid to the use of the King for the purposes 
of the Commonwealth on those goods imported into 
Australia a special duty (in this section referred to as 
‘ the dumping duty ’) ” 

It uiU of course be understood that the enquirv by tho Tariff 
Board must be conducted with nil possible expedition so that if 
dumping exists the period during wlneli the industri snffeis jiinv 
It reduced to n minimum 


140 A 1 mdted piollem which has been agitating tlie public 
mmd rceentU is the possibility and the 
w-o''* is desirability of In! ing special action against 
soTiOTBiy depreciated (jjc goods of « countrj whosc exchange is 

fionously depreciated ProMsions to deal with this danger art. 
included in the Britisli Safeguarding of Inlustncs Act and in the 
Australian Act to which reference has just been made We realise 
that a depreciated exchange may gne rise to serious temporarv dis 
turbauce of the normal course of competition But this situation is 
likely to I e temporary only When the exchange of a country has 
rtahiliscd itself e\on at n xer\ low jjfcessary internal 

adjustment of prices will take place and after a period the low 
rite ot rmlianso 1 V.U cca.r to V ot m,y odtnntosc to fj,e country 
.n .(s erport trnde Here »sim ire ,lo ool o„l, t„ rccommcna that 
am oclion .1 mild 1 c tnl.cn imHioiiI full enquiry by the TanIT T!o3 
^yc consnlcr that U trouW 1» aitKtbh to inclmlc u! . , , ^ 

lcp.,l„t,on nlrcailj rccommcmM o clinw 
,1.0 amcrnmrn. to o nc,.„„ ,f 
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to be necessaty The provision of tho Australian Act runs as 
follows — 

“ If the Ihnister is rotisficd, after enquirj and report bj the 
Tariff Board, that the exchange value of the currency 
of the country of origm or cxpoit of anj goods has depre 
ciated and that by reason of such dcpriciatiou goods 
have been or arc being sold to an importer in Australia a*’ 
prices which will be detrimental to an Australian industn , 
the Minister may publish a notice m tlic Gazette specify- 
ing the country aa to the exchange value of tlie currency 
of which lie IS f50 satisfied ami the goods orj„inated in or 
exported from that country to which in his opinion, the 
provisions of this section should appl> ” 

A clause of this nature should prove an ample safeguard for 
any dangers that may he anticipated from exports from a country 
with a depreciated exchange 

141 If action is to be taken to protect Indian industries against 
Conntcr7»»UB» Aotiei #«« nat tbc action of individuals in foreign coun 
•iport tries resulting m dumping, or against 

such general conditions ns arise incMtably from a tempcrnnly 
depreciated exchange, it is clear that protection should equally be 
afforded against an\ deliberate action of a foreign State tending to 
»»iraulate its exports nt the expense of an> Indnn industry But 
this branch of the subject is ilrcadj covered bj Act XIV of 3699 
v\ Inch was passed m ord^r to deal with the export bounties on sugar 
The Act IS worded generallj, and provides that v^hcrc nnj country 
p" 5 s directly or indircctlj am bounty upon export, tlio Governor 
General m Council mav In notification in llie Gazette of Indtn 
impose an additional dutv on importation into Indii equal to the 
net amount of such bounty Tins provision appenrs to give nil the 
secunlj that is required to counteract anj sjstem of export 
! omitics and provides an opportimitv for any industrv which frcli 
tliat it IS being handicapped !•' Fiieh export bounties to approach 
tlie Qovrmmcnt of India with a view to the imposition of counter 
sailing duties 
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pTovi'?ion wlucli wp thml ■would be Ronorally suitable to Indian 
conditions Section 4 (1) and (2) of the Act runs as foUo'ws — 

If the Aluijstci IS satisfied aftei enquiry and report by the 
Tariff Board that goods exported to Australia, ■which 
are of a class or kind produced or manufactured in 
Australia liaae been or arc being sold to an impoUer 
jn Australia at an export price which is less than the 
fair marl ct aalne of the goods at the time of shipment 
and that detriment itiaj therebj result to an Australian 
industrj the Minister may publish a notice m the 
GmctU spocjfnnfl’ the goods ns to uhich he i'> '>0 
Batisfied ” 

* Upon the publication of the notice there shall be charged 
collected and paid to tho use of the King for the purposes 
of the Commonwealth on those goods imported into 
Australia a special duty (m this section referred to as 
‘ the dumping duty ’) ” 

It ■'Mil of course be understood that the enquiry by the Tariff 
Board must be conducted with all pos<?jble expedition so that if 
clumping exists the period during ulnch the mduatrj suffers JUT' 
be reduced to a minimum 


140 A Uindred proUlem irl icU has been agitating the public 
mind rccentli is the possibility and the 
« (IciiraliiTitj ot (al ms appcml action agam« 
BBt • edftted goods of a Country whose exchange is 

seriously depreciated Piomsioiis to deal inth this danger arc 
included m the British Safeguarding of In Uistncs Act and in the 
Australian Act to which reference has just been made We realise 
that a depreciated exchange may gi\c rise to serious tiJmporarr dis 
tnrbauce of the normal course of competition But this situation is 
hkelj to be temporary only T\hcn the exchange of a country has 
vtnbihscd itself c>en at a xciy low figure the neccssarv jyjterml 
adjustment of prices uiff take place am] after a period the ]o«r 
rate at oxcI.arRo ivill cca-o lo Ik ot any ndinnlasa to tho connlrv 
in its export trade Here again we do not wish ■> xi l 

nin action should he taken -nit} out fiiH enninry In thf> 'P 
W, wn«ulcr (hat ,t ^vonW 1 a a I,,,.;. ^ 


LV.Ii™'’'? “ «"> cnti atlmpmg 

the Oa,er.™t„l (ahe acUan 
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to be necessary The provision of tho Australian Act runs ns 
follows ■— 

“ If the Slinister is aotisficd, after enquiry and report bj the 
Tariff Board, that the exchange value of the currency 
of the country of origin or evpoit of an> goods has depre- 
ciated, and that by reason of such depreciation goods 
have been or arc being sold to an importer in Australia 
prices which will be detrimental to an Australian industry, 
the Munster may publish a notice in tlic Gazette specify- 
ing the countrj as to the cTchange \alue of the currency 
of which he IS so satisfic<l, and the goods originated in or 
exported from that country to which, in his opinion, the 
proMsions of this section should apply ” 

A clause of this nature should proae an ample safeguard for 
any dangers tint may be anticipated from exports from a country 
vith a depreciated exchange 

141 If action is to be taken to protect Indian industries against 
thc action of indinduals in foreign coun 
fipott Boootiei tfies resulting in dumping, or against 
such general ccmditions as arise jncMtably from a tempcrnnly 
depreciated exchange, it is clear that protection should equally be 
afforded against an\ deliberate action of a foreign State tending to 
itimulate its exports at the expense of any Indian industry But 
this branch of the subyect is already co\crcd by Act XIV of 3899 
n Inch was passed in ord{?r to deal w ith the export bounties on sugar 
The Act 18 vorded generally, and prosidcs that where any countiy 
p-js direclls or mdirecth nm bounty upon export, the Governor 
Ucneral in Council max In notification in the Gazette of Indta 
impose an additional duty on importation into India equal to tlie 
net amount of such hountv This provision appears to give all the 
security that is required to counteract any system of export 
bounties nnd proxidcs nn opportunitv for any industry which feels 
that it is being handicapped bs such export bounties to approach 
the Government of India with n xien to the imposition of counter- 
a ailing duties 
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CHAPTER IX. 

The Principles of Excise Duties. 


142 Tlic taTation of locally piodiiccd goods js a factor wbcli 

_ , , w must be taken into account in any scherie 

Tlefiatureol exeiae uUiea . . , , I 

nna tie eommoiiitiea on of protection, because such taxation laa^ 
«'hici they ire levied neutralise the protective effect of imooit 

duties Wc proceed therefore to examine the economic prmcipl*'^ 
ivinch may be held to justify the imposition of excise duties, and the 
limitations tvluch ordinsnly applj to this form of taxation 

143 Jlxcise duties, or excises as they are sometimes called, inj 

be defined as taxes levied on commodities produced within the 
conntrj and destined for local consumption Under modem con 
ditions the> are usually levied on commodities in the hands of the 
jiioducer or wholesale trader a drawback being allowed if the good' 
uc subsequently exported Many Engbsh writers m the 17(1 
centurj advocated a ivide extension of tbw form of taxation, but it 
p^o^e(l unpopular in practice, and the tendency of modem legislation 
in the United ICmgdom has been to throw the largest possible buriVii 
of excise taxation on alcoholic drinks, and to exempt, as far a« 
possible other articles In most cmlised countries alcohol aul 
tobacco have been selected as suitable objects for excise duties, 
manil% because thej arc luxuries of general consumption and 
consequently yield a large return to the exchequer, and partly because 
restrictions on the consumption of these commodities are generally 
regaidcd ns oi n^’ficial, oi at least not Imimful In the British colonies 
and the United States of America (except during the periods of tJio 
CMI ivar and tbe Tvanvith Spam m 18D8) eaciso laaatiou lias 
pancrally ton conlincd to these articles But an the contment of 
Europe many comitries liar e applied tic eae.se system to other 
commoditic% nuch as sugar and salt, wliilc r ^ 

a comparatiiel, o.dc range of CTe..o datil to a 
.nnno,!nI,e. under , vine). 11, o trhde pS frl n “ 

.reisaMe articles, such a, toha“ S mat^r ° "f 

State Egypt „t„r the ^-ahhshrnento'lnreoirLm m 
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1901 lIiL GoAcrniiiPiit fubjcclod llmr product lo i » i^jimptinn iix 
of 8 per cent, as compcnfation* for llic loss of custom* rescniic 
In Japan cotton cloth is subject (o n consumption lax, which con 
pn«cs both an eicii«e dutj on home production and a siirchanjc on 
the customs dutj* on the imported article A rclntc is allowed if 
the cloth IS exported Japan nbo lesies a consumption lax on 
Kerosene and an excise duty on sugar. In India excise duties have 
long been IcMcd on alcohol, opmm and hemp drugs’ and the ncccptci 
I obey IS to Keep the rales at alcscl which wd) produce the iinximun' 
ol revenue with the minimum of conemnplion Ati cxci'‘e dutj (nl 
present Its 1-4 per mnnnd) js also te\ied on sill, nl«out Inlf the loca' 
outturn being mnnufnetured bj lio\crnnuut , from 1917 n dutj 
ot r> nimas a gallon has l>ccn Icsied on motor spirit , and in tli' 
lurient jesr a dutj of one anna per gallon Ins been imposed oi 
Kc-o«cnc A history of the excise doty on cotton goods is given ir 
the next chapter 

144 The circumstances of Indio dilTcr from those of mos 
, . . , , Iluropian coontnes, svhero alcohol is nr 

nnOcn-co e«o Ml n f« article of general consumption and thcro 
fore affords a means of obtaining from the masses a large contnbutior 
to the public purse In this country the regular consumption r 
limited to certain clashes, sOiich form n compnrntnclj Rmnll minoiifj 
and the mass of tlic people arc more nearly affected bj the excise 
on salt, cloth and kerosene A further difference lies m tlio fact tin 
in Huropc the excised articles arc generally produced mainly withn 
the country and their price is therefore determined bj the cost o 
home production Competing articles imported from nbrond nr 
usually subjected to a customs dutj countervailing tlio cxe/** 
Conscqucntlj, the vvliolc of the tax usually lends to fall on III" foji 
Burner, and it is generally regarded as purely a rons'iliipijnj 
In India, although about two thirds of th" rotton f I lift J 

locally produced, the imports arc th- miin fv'Wf cIiIa*/ !>)/(• jin'-'' 
This fact has been cicarlj liroo^dit <vH 1/ "tl* / i* f ^ | 

the tables and graphs apfwii* J fi U i jjj , 

Goods Trade ” In th** c **- // a M t iv, jiJ/ j/. 
dutv falls on tlic prc-l''-^ vy j {h 

enhanced price that > fc- 6-^/r ' io if' dtfV 

I’uportcd cloth In 1 },^^ (a e of kffosenc also, where lie rt'- ^1 
imposed excise dutj has Iren toiinterv sited I)j a corri'^ 
enhanccraeiil of the import 0nl'» ^1 pinbnldn Hint the f-f-rf- 
will fall mamlj on tho prodmii( ui hi other word *} 
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COIPIKK IX 


conbumer will not lia\ e to pay the excise in addition lo the enhaaceA 
import duty 


145 Theoretically, the imposition of equal excise and ijnpoit 
Thc.r ecooomio jashfic^ “ » s^und method of indirect taxation 

tion jn cases where the home industry docs not 

1 equire protection It raises price? by a lower amount than a single 

duty of either kind calculated to bring in the same revenue and it 
therefore fulfils the condition laid dovm by Adam Smith that “ every 
tax ought to be so contrived as to take out and keep out of the pockets 
of the people as little as possible over and abo% e what it brings to 
the puhbe treasury of the State ” To take a piactical illostratioa— 
suppose it IS necessary to obtain a revenue of a crore of rupees 
from an article of which the imports are worth 10 ciorcs and the 
local production is of the same aggregate value Assuming that the 
local and the imported articles are of identical qualities and that the 
demand is inelastic the sum required could be obtained from “Ui 
import duty of 0 per cent combined with an excise of the same 
amount, while the rise m price would be in the neighbourhood of this 
figure If lesort wcie had to an import or an excise duty alone this 
duty would have to be at least as high as 10 per cent and probably 
higher, because it would alter the ratio of imports to local production 
Leaving this latter result out of account the rise m price would be 
at least double the rise in the former case The consumers would 
thus have to pay an extra 2 crores in order to secure 1 crore to the 
Government while the producers (local m the case of an import duty 
and foreign in the case of an excise) would pocket the other crore 


14G Tilany of the witnesses have shown a disinclination to look 
at the question from this economic point 


prejudice against the cotton excise diifj, 
with which no shall deal in tlio next chapter These witnesses point 
to the fact that during the war when the British Government was 
in sore straits for money it did not impose any new excise duties 
nnil they ask how on exciiio fluty on cotton cloth con bo jmtilicfl in 
India when no sncli fluty is Icticfl in England Such imumenfs 
Uom anntegy mni! ho imwofl wift caution when tho circuTOtancw 
ol tho two countries ate so flifforcnt IVo Imo poinlefl out ahoto 
that tlie lirili.h Tre™^ i, „Ho ,o generaltopn," loThi 

oat 1 , .,ar.gt.arh 00 that isfl^tril S.,i„rr 
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1 Iilicilb <l«rrrrrii<t IS Jinrkul in tli** ri-;'’ 

of cotton cloth, of which India coiwumc* more than kIio prndiic''*, 
vhdc m Enpland it lonns n Mtal part of the export Indc c 
fiUc adopted tUc policj of free trade the I mtetl Kinpinm In« 
imposed no import dull on cloth and consequenth there hi* hecii no 
question of im ctckc ^^hon the cotton industr.\ injOic<l prolcctm i 
in the 18th and early 19th centuries, an excise dulj nns not con 
Eidered inappropriate In fact excise duties on cotton clnlli ne’-» 
actually Idled in England for iiearh half a ccntnr.i, tiz, from (he 
acar 1784 till 1831 As free trade ideas gathered Rtruip'th, 
duties were swept anay with the import duties, and, as the 
industrial organization of Great Britain dc\ eloped on modern line?, 
the Treasury learnt to rclj more on direct taxation ns causing less 
disturbance to that organization In India on tho other hand, 
as we have shown in Chapter V, there la not much scope for further 
direct taxation, and the Gosernment has to obtain a considerable 
jiortion of jts roienuc from indirect sources Eon the nlioic rcTOiis 
Me do not consider that the example of the United Kingdom in nn> 
xny conflicts uitU the Men that we lm\c taken in the prcec«lms 
paragraph as to the economic orthodoxy of excise duties 

147 There are liowncr, practical limitations which should bo 
Tbo hmitahons of «c.«a "’‘n' in-considonng any passiblA 

extension of the langc of excise duties 
Such duties arc unsuitable to email or scattered industries^ ns col 
lection m such cases is unduly costly and apt to be vexatious More 
cici, the duty, winch from the economic point of mow may bo 
regarded as an addition to the cost of production, is likely to press 
iiore heavily on a small producer than on a large om. Ah n general 
rule, therefore, excises sliould bo confined to induHtrits winch uro 
eoneentrated either m large lactones or in Kmnll ureas nITording 
facilities for supervision and collection 

148 This limitation docs not apply to (.ommodiUcs whitli mo 
icgarded as injurious to'-thc individual or dangerous (o iiocloty. 
Its. iJecAy Vi n mums ol Tciuc'mg toiiHiimp. 

tion, and ulicn the commoelilics aic liixnnci aiich as nlcoholK drinks 
on which high rates of duty can bo levied, they nro a speelnKy 
suitable subject for taxation Apart from, this fvieial or mmul 
object excise duties should bo imposed solely for ryvcnini p(iri»n«s 
Customs duties aro frequently uxctl to ehnngo tlm moviimnt «f 
economic life mth n Mew to bciHfitiiig Ihn Jnlejmil jitodmij, hut 
cxci'^c'j tau seldom hmc this clTtct niMl, inift i fully cuitibivall il 
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consumer will not have to pay the excise in addition lo the enhanced 
import duty 

145 Theoretically, the imposition of equal excise and import 
Their economio jaatifica « » so»*i^ method of indirect taxation 

ton in eases where the home industry does not 

1 equine protection It raises price? by a lower amount than a single 
duty of either kind calculated to bring in. the same revenue, and it 
therefore fulfils the condition laid down by Adam Smith that “ every 
tax ought to be so contrived as to take out and keep out of the pockets 
of the people as little as possible over and ahov e what it brings to 
the public treasury of the State ” To tike a piactical illustration— 
suppose it is necessary to obtain a revenue of a crore of rupees 
from an article of whicli the imports are worth 10 crores and the 
local production is of the same Aggregate value Assuming that the 
locil and the imported articles are of identical qualities and that the 
demand is inelastic the sum required could be obtained from an 
import duty of 5 per cent combined with an excise of tbe same 
amount, while the rise in price would be in the neighbourhood of this 
figure If lesort wcie bad to an import or an excise duty alone, this 
duty would have to be at least as high as 10 per cent and probably 
higher, because it would alter the ratio of imports to local production 
Leaving this latter result out of account the rise in price would he 
at least double the nso in the former case The consumers would 
thus have to pay an extra 2 crores in order to secure 1 crore to the 
Government, while the producers (local m the case of an import duty 
and foreign in the case of an excise) would pocket the other crore 


14G Many of the witnesses have shown a disinclination to look 
at tho question from this economic point 
“ Of "'"“S mainly to the general 

sprropr“t* prejudice agamst tbe cotton excise duty, 

with which no shall deal in the next chapter These witnesses point 
to the fact that during the war when the British Government was 
m sore straits for money it did not impose any new excise duties 
and they ask how an excise duty on cotton cloth can be justified ii! 
Inilm ivhcn no aoch doty is Iciirf m England Such argumenl. 
from analogy nm.t ho Hewed with caution when the ciMumaHiiee, 

mean. o£ heaiy cjco duties on alcohol, and that” hKcael^doci 
not haio tho came wnlo lacidcncc m India Wo i .1 
o,t I, 1 , anagraph CO that isd.ustrta. c"onit.I“,STnS“ad 


TUB rBiKotPfFi Of ftcisr Dtrnrs 


85 


radicaUi fioui those m Iiidn Tl< iliffcrrini is iiiirkid m llio i I'^c 
of coUoa cloth, of \rhich India conciimcn more than t>hc prodnoes, 
vhile m England it forms n Mtnl part of the export trade Sii ct 
she adopted tUe polic) of free trade the I nifed Kingdom lin« 
imposed no import diit' on cloth and consequenth Hicro ln« been no 
question of nit excise AMien the cotton industry tnjoicd protection 
in the 18th and earlj lOtU eentancs on excise dufj nns not con 
tidered inappropriate In fact excise «hi!ics on eollon cloth nc'* 
actual!} leaiod in Englnnd for ncarl} Jinlf n centiin, ii , from tlie 
acar 1784 till 1831 As free trade ideas gathered strength, tlK«c 
duties were swept anay with the import duties, and, a« the 
industrial organization of Great Dritain dcaeloped on modern line* 
the Treasur} learnt to rel} more on direct taxation as causing less 
disturbance to that organization In India on tho other hftud, 
as we have shown in Chapter V, there is not much scojtc for further 
direct taxation, and the Ooaernment has to obtain n eongulcrnble 
portion of ^ts rcacuuc from indirect sources Tor the nbo\c rca«Qns 
ve do not consider that the example of the United Kingdom in any 
aray conflictb nith the aien that we haae tahen ni the prcce<1ing 
paragraph os to the economic orthodoxy of excise duties 

147 There are however, practical limitations which should bo 
Tho luBjutioua of «e «a bornc in mind in'Tionsidcnng any passibl" 
extension of the lango of excise duties 
Such duties are unsuitable fo small or scattered industries, ns col 
lection in such cases is undid} costl} and apt to be acxalioiis More 
fa or, the duty, which from the ccononuc point of \icw may be 
regarded as an addition to the cost of production is likely to press 
T lore heavily on a small producer tlian on a large one As a goner d 
rule, therefore, excises should be confined to indostiics winch arc 
loncentrated either m large factories or m small areas affording 
facilities for supervision and collection 

148 This limitation docs not apply to commodities which arc 
icgatdcd as injurious to'the individual or dangerous to sociefx 
In such eases an excise duty is a useful means of reducing consump 
tion, and when the commodities aie luxuries such as alcoholic drinks 
«>n which high rates of duty can be levied, they arc a specialh 
suitable subject for taxation Apart from, this social or mor il 
object excise duties slionUl be imposed solely for revenue purposes 
Customs duties are frequentlj used to change the moicment of 
economic life ^\ilh i view to benefiting the intcinal producer, but 
excises bcldom hue (Ins effect and, uulcbs fully c oun tmailcj 
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by import duties aic moic likely to benefit the producers xn otVr 
countries 

149 In order to produce sufficient revenue to justify its impost 
tion, an excise duty must ordinarily fall on a commodity of general 
consumption, and this indicates another limitation, ■which is specially 
npplicible to India, in that most commodities of general consamp 
tion are of the nature of necessaries rather than luxuries Taxing 
the necessaries of the poor is an unpopular measure in eiery counfii 
and the existing salt tax has been frequently assailed on this groimcl 
ilthough Its incidence amounts to barelj 3 annas per annum per head 
of population Dogmas are of little use in deciding a practical 
pioblcm of this kind On the one hand the needs of the public 
treasury are pressing, on the other the taxable capacity of the misses 
18 obviously limited , adjusting the balance js a tasklor the statesman 
lather than the economist, and rvc can only suggest a general caveat 
that excise duties should not press loo heavily on the poorer classes 


150 Wc have already pointed out that excise duties mav be 
^ , regarded as an addition to the cost of pro 

ec OB one in tea Unless they are countcrvailod 

by corresponding import duties, they may injure the domestic pi i 
duccr in two directions If he is lo a position to make the consumer 
pay this extra cost by increasing the price of the goods, the demand 
for the goods is liable to be reduced This result would decrease the 
yield of the tax and set i natural limit to the rate at which it could 
profitably be imposed The contingency is not thertsfore hkeh to 
i«canc the attention of the Oovemment If, on the other hand, Uir. 
piodncer is unable to get a higher pnee from the consumer, the 
tax will operate directly to reduce the former's profits, and may 
do serious injury to an industry that requires protection ‘We 
would therefore lay it down as a general principle that an excise 
duty should not be allowed to trench on the degree of protectiou 
•“cquired for any industry TVlien (hat degree has been deteriiniird 
by competent authority, nny farther taxation that it may bo deemcfl 
ncecssaiy to impose on the commodities concerned should be so 
a ljusted ns to leave the required protection undisturbed An excise 
aut 3 V >|«1E lend In render II, c protection uwdeminto , n 

..mple nddition to the mpocl dnlj noul,! impose on nnneccssoril, 
1,0015 hntden on the consumer nherc-i. .,s .l.omi in II, e illu.traf.oH 

niz t «.e urim”:::;; ux:r" o^'i^t/f, 

As,un..„t-, tliirelorc, Ilia, the coso MHs oil the other oondil'oLt 
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that we have indicated in thw elinpfer at liniiunf: the 
of excise duties, we consider Ihil in such fl case the extra lAxitiftn 
required may suitabh take the /onn of on excise duty p/wi an «'idl 
tional import duty U docs not follow that the two should l‘•VJNl 
at the same rate The httcr dul> *hon!d nc\cr be lower than the 
former, but might in aomc case® be higher Equality n nppropmta 
when &e locally manufactured poods ore ot precisely the iwme quality 
as the imported article But it frequentb happens Mint the locsl 
goods are of different and partb interior grades, nome ot which max 
compete with the imported article os suhstitnlrs only, just ni 
mai^arine and cooking fat compete with hotter A high tTutj on an 
article increases the demand for its substitutes and so lends to raise 
their price, but not ncccssanlj by the full amount oC the dutj In 
cases, therefore, where the local product ts wholly or pirtlj inferior, 
the additional import dut> ebeuld be higher than the «sci*c duls 
In some cases also the regulations of the exetse department inn\ 
involve the producer m loss and hindrance, which the importer 
escapes owing to the simpler procedure of the customs department 
This distinction has beoti recognised m the United Kingdom bj 
pitching the import duties on beer, spirits and plnjing cawls ot 
a slightly higher level tliati the excise duties 

161 The limitations suggested above maj be bneflj surntnansM 
Sammaiy of coMlonoa* folloWS 


(1) Excise duties should ordmariU be conffned to imlustru's 
which are concentrated in large factories nr wwvU arras 

(2) They maj properJ> be imposed for the purpose of chock 
ing the consumption of tnjunoas articles and cspetnvUj 
on luxuries coming wider this cilegon 

(3) Otherwise thej sliould he imposed for revenue purpos s 
only 

C4) While - 
they si 

Cl) mea an mdiHtty requires ptotecuon, anj Iurther mces 
tary totion cm its prodnets may, if the other conaniona 
are fulfilled lake the form of uit usursi duty plus an addi 
tionat import duty The latter should fullj counters ail 
the former and may be pitched at a higher rate 
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CHAPTER X. 

The Indian Cotton Excise. 


]')2 The "end'll pniieiples oE excise duties lia\e been discussed 
^eceB«tyf£p^u8to«c.l ^ the prenous chapter But the Indian 
treatment excise ou cotton goods raises issues which 

cannot be decided solelj on economic grounds This tax has fnin 
(he first been regaidod in Ituha as a conspicuous example of political 
domination bemg u!»cd for purposes ot economic domination Tlw 
piaetical gnevance of a fully countervailing duty has mthui the 
last few aears disappoaied hut there remains a giieaanee based on 
a Bcnso o! past injustice and for a proper understanding of the 
s ibject and the feelings it inspires historical rather than economic 
‘rcatment is neeessarj 


153 In tracing the origin of tlm unfortunate controversy, wc 
mitst go hack bejond the jear when the 
TiefojitroT«f7£>n875~c e^ci«e a«is actually imposed, ami 

start nith the pound when the great Lancadure cotton trade fust 
found itself in open conflict with what the Goaemment of Indu 
ind the educated olnssos bclicacd to ho the tnic interests of Indii 
The grouth of the Indian cotton mills was Mowed with alarm ha the 
1 sncasluri indnstra, which had for manv jears commanded the 
important Indian marl ct In Innoan 1874 the Slanchcstor 
Chamber of Commcicc addressed a niemoual to the Secretary of 
State protesting that m consequence of the Indian cotton duties, 
a protected trade was springing up m British India to the dis 
advantage of both India and Great Britain , and m July 1875 the 
Secretara of State urged the Goaernment of India to remote, at ns 
csrlj u period ss the state of (he fimiicaA pcnmttca, “ thj> subject of 
contention ” In the meantime howeacr, a crisis bad been preci 
pitated by the action of tlxf Goa eminent of India in dealm" aaith 
(lie report or llio -I unit CommiUoo iiliich Ind submitlod its recoin 
mcndntions at the l.csinnmK of 1875 At tins time tho Kcnctal rate 
ot imnoit diiu MSS ,1 ,„r cent Ike diih on cotton niece goods 
MO. 5 per e nt snd on sat., "J per cut The Ooscromeilt of India 
tlndiDB tliemsclscs in a position to reduce taxation, lowered tl.e 
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general rate from 74 to 5 per cent , but left the duties ou cotton 
goods untouched This action uas taken u itbout prc\ loua reference 
to the Home Go>ernment The docuion not to utiluo anj of the hur 
plus m the reduction of the cotton duties ttas excccdmgl> 
untvclcome to the authorities m England In a despatch dated 
the 11th November 1875 the Scerctoo of State reiterated his mcus 
on the subject of the cotton duties, and directed that protision 
should be made for their tcn\o\al within a fixed term of jears 
The Go\crnmcut of India, replying on the 25th February 1870, 
explained once more their point of mcw, and strongly deprecated 
the imposition of any new tax m order to facilitato the abolition 
of the cotton duties The Secretary of State, m his despatch of tho 
3l8t May 187G, agreed that no fresh taxation should bo imposed fo^ 
the purpose of abolishing the cotton duties, but laid it donii that 
the duties must be abolisbcd altogether as soon as the finances per* 
mitted of iurtber reduction ot taxation, and cnjointd that thw 
measure should have priority o\cr c\er> other form of fiscal relief 
to tho Indian tax paj ers 

164 An impartial perusal of the corrcspoiidcucc described alota 
_ , . . leaves on the mmd certain definite imprcs 

tho"fpDreheM!on sions ^In the first place, the origin of the 

agitation against the cotton duties was 
clearl> tin, apprehension of tho Lancashito 
trade tint their lutcrcats were being injured Had itiiot been for 
' this apprehension we should hardly ha\c found the business men 
of Lancashire occupjmg themseUei, with what, after all, was mainly 
a matter of domestic concern to tho Indian Government,* and 
expressing their auxicly about the cost of the clothing of tho 
populatioiuof India In the metuoiial of the ilancUestec Chamber 
of Commerce dated tin, 31st January ISTl it was stated that tho 
tax was found to be absolutely prohibitory to the trade m yam and 
cloth of the coarse and low priced sorts, and that the Chamber were 
informed that it was proposed to import Egyptian and American raw 
cotton into India to manufacture finer yams and cloth la a further 
communication the Itlancbestcr Chamber of Commerce stated that 
•* under the protection extended by the levying of duties on imports 
to the spinning and weaving of cotton yarn and goods m India, a 
large number of new mills arc now bemg projected ” 

155 The eccond pomt that emerges is that the importance attach* 

Tt* jttportAnM Df the datiei ed by the Lancashire manufacturers to 
«*»ss«r».ed these duties was exaggerated This was 
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made Ucai moic than onee bj the btcrelary of btatc Iq hu 
despatch of the 15th Julj 187o, for instatice, he admitted the natural 
advantages of India in legard to the production of the coarser 
cotton fabrics, and anticipated that the supplj of these would, at no 
distant ncriod, pass entirely into the hands of the Indian manufac 
turer In the presence of influences so powerful,” he wrote 
m reference to the economic advantages of India, “ the efiect of 
the o per cent dutj is probably insignificant ” Again m the 
despatch of the 11th Isovembcr lb7o ho gaid Ihc Indnu 
industry is growing m strength bj tbe help of resources which fiscal 
legislation cannot affect The abolition or reduction of the duty 
will not injure it, though passing apprehensions mii> be excited 
bj such a measure 

lo6 But this view of the lucc of the dutj was not 

uciptcd bj the m unit ictuicrs cither in Lughnd oi m ludi i ‘ 
impoilmcc, however, wJiich I think exaggerated,” wrote the bccrc 
t irj of btatc has been attached to it ’ (the dutj) ” bj the 
cotton m uiuf ictuui’s both in Enghud and Bombaj Tb 
former attribute to it the dcclimug profits of their Indian trade, 
and the latter aic m then turn alarmed at the possible loss of what 
their rivals Live tiught them to bebeve is a mateml couditiou 
of their pio^pciilv And again , The gradual tinnsfcr of t) C 
Indian trade from the English to the Indian manufacturer, which 
appears liLelj to take place, will be attended with much bitterness 
of feeling on tbe one side, and with 1 ecu anxictj for the secunij of 
an unexpcctod success upon the other The English manufacturer 
Will press with increasing earnestness for the abandonment of the 
duti to which he will impute his losses , and m proportion to his 
urgencj tbe Indian manufacturer will learn to value it ” 

157 The Secretarv of State thus regarded the dutj not as anj* 
roUiici ’■“"S rarH'"'”"-!) injurwns m itself cilLcr 

fromthe PoatroTfrsy lo England Or to India, but be was vividly 
conscious of the political dangers to which the CMstcncc of the 
duty gave rise ” Tiioiigh the dutj will not be permanent, its 
prolonged existence cmnol fail to have Kcrious effects During the 
agitition which will precede jf-i obohtion feelings of animosity on 
both sides will be aroused It will be represented m Indn however 
imstabenlv, ns a direct conflict between Indian and English inter- 
ests, m which Tarlnmcnt is being moved to prefer the latter” 
\nd again, “ It pliu» two maimrncturinj cominumties upon 
wbosi. Will King the I ruspintv of the Lmpiit lir„cU dij end. in 
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ft m^itxon not onlj of coinpot»«ton. 1ml of pol.ticnl \o 

otUoi " loul Silisbuij \\ 15 1ml too Irm i inoplict 


158 "Wlicn, 'l^owe\cr, tlic question had *ncc Von rnlfcd prow* 
„ ^ , , lucntJy hj llic liincTsliirc mniinfictn«n, it 

pnt fs uttJieltoa as ineon ^ . r ci.t^ 

aiitent with freo trade ^\'ls diflicuU for the feccrctnrj of State to 

do otherwise than condemn the duties Free trade was the accepted 
policy of Great Dritain The diitica were nttnehed on the pround 
tlut the> were inconsistent with the pohe\ of free trade In the 
ficht of hi3 despatches the Seeretarj of State remarked “ Parliament, 
when its attention is drawn to the matter, mil not nllon the onlj 
remnant of protection v ilhm the dircet jiirisdietion nf the PnRhsh 
Goiemnient to be a protectiae duty winch, so fir ns it nporatos 
at all, IS hostile to English manufacturers ** Later he stated that 
the duty, on general principle, was liable to objection “ as tending to 
operate as a protcctiio diitj m favour of a native mamifncturc It 
IS thus inconsistent mtU the poUev which Parliament, after 'cry 
mature deliberation has sanctioned, and which on that account, 
It IS not open to Her 'MajcHty s Government to allow to he set 
aside, without special cause, in any part of the Empiro under their 
direct control ” a 


X59 The point of view of the Government of India was that 
View* of tho Ooremment effective Competition between British and 
Indian goods was small, onlj 4 lakhs worth 
of imported goods being in coiupetilion With Indian goods as 
against 77 laHis worth which did not compete In order therefore, 
that there might be no snspic on of a handicap on the British manii 
facturers in respect of this small portion of their goods the Govern 
ment of India were being asl cd to sacrifice a large revenue which, 
AS thej said, " m our opinion confirmed by that of the Tariff Com 
mittoe IS open to no serious objection, which is levied without any 
difficulty and which is not felt by the people of India '* In their 
final despatch of the 25th February 1876 the Government of India 
pointed out that the Socrctarv of State had mainlj pressed upon 
them the desirahihtv ot removing tlie dntj for political reasons 
“ It IS appieliended that diseiisawms w lU take place m which the con 
fiieting interests nf England and of India will lie urged that Parlia 
ment will insist up in the repeal of the duties and tint an irritation 
which would he avoided if the duties were dealt with at once, maj 
thus be created to the mjun of both countries We trust that 
this anticipation mav not be realised but while we should much 
regret that anv such feelings should be excited on the part of anj 
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mide deal moit than once bj the bctrclaiy of State la his 
despatch of the 15th Julj 187o, for instance, he admitted the natural 
advantages of India in regard to the production of the coarser 
cotton fabrics, and anticipated that tlie supply of these Mould, at no 
distant ueriod, pass entirely into the hands of the Indian manufat 
turer In the presence of influences so poiverful,” he wrote 
in reference to the economic advantages of India, “ the effect of 
the 5 per cent dutj is probablj insignificant ” Again, m the 
despatch of the 11th Isoiember 187 j he said . “ Ihe Indnu 
industry is groning in strength bj the help of resources uhich fiscal 
legislation cannot affect The abolition or reduction of the duty 
will not injure it, though passing apprehensions may be excited 
by such a measure ” 

ld6 But this Mtw of tlic iiisiguific'intc of the duty uas not 
accepted by the m iuu£«ittuieis cither iii England oi m Iiidii “ 
luipoitaucc, how Cl Cl, wluch I think exaggerated,” wrote the feccre 
liiiy of btatc, ‘ has been attached to it ” (the duty) “by the 
cotton m inuf ictuicis, both in England and Bombay Th 
former attiibutc to it the declining profits of tbcir Indian trade, 
and the httci 'uc m their turn alarmed at the possible loss of wliat 
their ll^als liinc tnught them to bclic\c is a matciinl couditiou 
of then piospciity And again , The graduil tinnsfcr of t) c 
ludian tilde from the English to the Indian inauuf icturci, which 
aiiptars likely to take place, will be attended with much bitterness 
of feeling on the one side, and with keen anxiety foi the security of 
an unexpected success upon the other The English manufacturer 
will press With incrcasmg cirnestness for the ubandonuicut ot the 
duty to wluch he will impute his losses , and m proportion to his 
urgency the Indian manufacturer will lexrn to ^aluc it ” 

357 The Socrptar^ of State thus regarded the duty not as any 
roUUcl ‘•'“’S parl'cularlj lajiinous m itselt cither 

from the wotroTenj to England Of to Indn, but he Mas Mildly 
coii«cious of the political dangers to which the existence of the 
duty gaie rise ‘‘Though the duty will not be permanent, its 
prolonged Kirittwte ewuMiC fml te Irvte xirriDTis cSTccts During the 
agitition Mhich will precede its abolition feelings of nniiuosiry on 
both sides M iin e aroused It will be represented in India, Jiom c \ cr 
inistakrnli, as a direct eonflict between Iiidnn and English mter- 
rsts, m Mhich rarlnment is being moicd to prefer tlic latter ” 
Ami n.-niii, “11 plius Ito iinnuroclnni,„. lommunilics m.on 

^^ho^^ rstll hui.,- tlir „t til,. Liuimt l„r„-rl> ckiitnd. m 
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i '"'"It ft" >’ ' ‘•"rr'.rr “fi" f 

:^1 tij= P" J'st ti- dv -< rtr- P >- 1!-' 

r.l.« 0 ' C~l' B-ita-_ Tl- dm ■^ tr^ £"• w f" ’ rpt t 
S'* t'^tr c-oii drir t-nb it" f Ii'V <■' fr" f' • It 
£.:- Ls J-=pM't« tb' 't'. '-•ttrr t"t «' tr-«V' I ' TuI 

’7rt*n 1*^ ^tVa•l'’n w drtni to naUtr vilt ^ ^ ^ 

r^mca’-i «! n c' \W VJ'ti 'H 
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IjO 'ft* poji* o' Ti*-f o' ti* GoTf^^a-^rt of Fnlm tc'* tHat 
r-?*t<i^oeTr»~ crcctire eoap^titjon Wwoon ttriti<>x ar\ 
IccLaa ^ood« was *nan, cnlr 4 laVb* worth 
«■' cay go*^ t-^5 la eosp^htioa -^i^h Irsdtsn jrtyxii., as 
77 U3is ttIl. h d-d cot eotajv*** In ortVr, 
ti.it ti*-* m "ht b<» CO 'csy c c' a handicap on t! c nr\ti«.H taa'^a 
*SJ^ T^ro’^ 13 r*<p»c* of tL.s *riat! p^-*wa o£ th'ir pood*, the Gortm 
r*c-. c' Icd.3 T-f^ Vasa a»led to sacnCc* a larpt renennc 'rrhich» 
as th*'T «3,d- “ m oar op-sioa eooSnacd bs- that of the Tanfl Con 
laiMa* K Dp>a to co '''noa-. obj»«ti03^wh ch is l-'Ticd withopt any 
^-al'Y and yft.^ ts c't Wt V Ch* p^plo ot India ” In their 
-cal e^tch cf th- 1=76 the GoTcroa-ct o! Tcdx% 
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made deal moie tli\n once bj the bceretaiy ot State lu his 
despatch of the 15th Julj 1875, for instance, he admitted the natural 
advantages of India m regard to the production of the coarser 
toUou fabiics, and anticipated that the supply of these Mould, at no 
distant period, pass entirely into the hands of the Indian manufac 
turcr In the piesence of influences so powerful,” he wrote 
in reference to the economic ad\aatages of India, “ the efteet of 
the 5 per cent dutj is probablj insignificant ” Again, in tlii 
ckbpateh of the 11th No\emhci 1875 he said . “ Ihc Indian 
industry is gioumg in stiength by the help of resources which fiscal 
legislation canuot affect The abolition or leduction of the duty 
will not injure it, though passing apprehensions may be excited 
by such a measure ’ 


15b but this \KM of the iiisigmlic mtc of the dutj Mas not 
accepted bj the ui uuvUictuitrs either in Ciighud oi in Iiuln “ 'V’l 
jinpoitauce, bonce ei, eelitch I think exaggerated,” eerotc the Score 
diiry of btatc, ' has been attached to it ” (the dutj) “by the 
cotton manulaetmeis, both m Enghnd and Bombaj. Tli'’ 
foimer uttiibute to it the declining profits of their Indian trade, 
and the lattci luc m then turn alarmed at the i>ossiblc loss of wlint 
their inals lunc tiuglit them to belicec is a uinteiinl condition 
of their pio^peiit} And again, Ihc giadutl tiansfer of the 
Indian tiadc from the Laghsh to the Indnii mauufactuui, nhich 
appears liktilj to take place, Mill be attended Mitli much bitterness 
of feeling on the one aide, and Mith keen anxictj for the securitj of 
an unexpected success upon the other The English manufacturer 
Mill press Mith increasing earnestness for the ubandoumeut oi the 
duty to Mbieli he Mill impute his losses , and m proportion to his 
urgenej the Indian inanufocturcr Mill learn to value it ” 


157 The feecretar% of State thus regarded the duty not ns anj- 
Mitu .1 ‘'“'"K I’-'rtK"'-''-!, mjunons in itself tillicr 

from th« «>BtroT«r*y to England Or to India, but lie Mas tiiully 
conscious of the political dangers, to mIucIi the cvistencc of the 
dutj gate rise "Though flic dutj will not be penuunent, its 
ptolongcil existence inimol foil to liavc xecious eCCeets Eurinc the 
agitation mIucIi will precede its nhniitinn feelings of animosity on 
both aides Mill he aroused It will he represented in India lioMctcr 
wistalenh, ns a direct rnnfliet Mween Iiulnn and EnHish inter- 
ests, in MhiJi rarlinmcnl is being moted to prefer the latter” 
Ami niiiiii, "It i.Iiu. livi, ,iiii,minl.ir.„„. ^ommnmUv, upon 
idio,,. Mill 1,U11„- lilt pruvlitrilt ot llio l.l„|,iit l,r„-il> ikj.uifc, in 
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n po<5ition not onU ot tompctilion l«l nf Uo'^UUts in oich 

other ’ I cut Sili''buii wislut too Init i proplut 

13® ‘VTlicn lionc\cr, the question had /)ncc been rni«od prom-' 

„ ^ i. V I . « iiicntK b\ the Linc'V.lure inniiufacturcn, it 

I>nt ce ktuctc-l ft* lacoTi ^ . 

a't«nt with freo traiJe cufliCtiU for the bccrctnn of state to 

do otherwise than condemn the duties Free trade was the accepted 
policv of Great Britain The duties were attached on the pround 
that thej wore inconsistent with the polte\ of free trade In the 
tir-it of bis despatches the Secretary of State remarked “ Parliament, 
when its attention is drawn to the matter, smU not allow the onlj 
remnant of protection within the direct jurisdiction of the Fnplish 
Go\emment to be a protective dtitj which, so fir ns it operates 
at all, IS hostile to English mamifacturcrs ” Later he stated that 
the doty on general principle was liable to objection “ ns lending to 
operate as a protective dutj m favour of a nati\e manufacture It 
IS thus nconsistent aiitli the polica which Parliament after rcry 
mature deliberation, has sanctioned, and which on that account, 
It IS not open to Her Itajesty s Goaernment to allow to be set 
aside without special cause, in anj part of the Empire under their 
direct control ” ^ 

159 The point of mow of the Ooaemment of India was that 
Viewi of the OcTemmcftt cffecliNe competition bctwccn British and 
ofindi* Indian goods was small, onlj 4 lakhs worth 

ot imported goods being m eompctUion ■ftith Indian poods, as 
against 77 lal hs worth which did not compete In order therefore, 
that there might be no siispic on of n handicap on the British manu 
faclurcrs in respect of tins small portion of their goods the Govern 
TOcnt of India were being asl ed to sacrifice a large reaenuc which, 
as thei said ‘ in our opinion confirmed by that of the Tariff Com 
mittee is open to no serious objection which is leiied without any 
difilculty and avhicli is not felt by the people of India ” In their 
final despatch of the 23th Pchvwary 1876 the Government of India 
pointed ont that the Seeretars of State had mainh pressed upon 
ffieni ffie tfesirafnfitA of removing the dnt^ for political reasons 
If IS nppi ehended that dispiissions w dl fal e place in which the con 
flieting interests of England and of Tml a will I e urged that Parlia 
ment will insist upon the repeal ot the duties and that an irritation 
which would he avoided if the duties uere dealt with at once mn\ 
thus he created to the mjnrs ot loth countries We trust that 
this anticipation ma^ not b' realised 1 ut while we should much 
regret that anv such feelings shoull Ic excited on the part of anj 
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portion of our fellow countrynaen nt home it is our fluty to consider 
the subject with reg'ird to the interests of India , ive do not cou 
Elder that the remo\al of the import duty upon cotton manufactures 
IS consistent with those interests ’* 

160 The last uord rested with the Home Government and m 
1 t» rooWim t,i tk» House o£ Cominons possei » 

Home ol Commons July resolution declaring “ that in the opimo^^ 
of this House the duties now levied upon 
cotton manufactures imported into India, being protective in their 
hature are contrary to sound commercial policy and ought to 
he repealed without delaj, so soon as the finincnl condition of 
India will permit " 


161 In accordance with these directions the Government of 


yjrst^tepa !a i) e repfvi] of 
1\ e toUoTi i'll « 


India proceeded in 1878 and 1879 to eseropt 
fiom duty the coarser kinds of cotton good^ 


so that imports of all those qualities which could at that time be 
manufactured in India were left free The financial 5ituatioo» 
however, was not favourable for the sacrifice of revenpe which 
the*e measures entailed and thej were strongly opposed both lU 
India and in London Though action was taken hy executive order 


under section 23 of the Sea Customs Act and not by legislation the 


Viccroj was reduced to the unusual course of overruling the 
1 -ijont} of his Council four members of which recorded minutes 
of dissent ^Y^len the case came before the Secrotarj of State the 
Ivdn Council was cquatlj divided seven members agreeing with 
tbc majority of the Governor General e Council and to securo 
approval of the Yiocrov ’s action the Secretary of State had to use 


kis casting vote 


162 The exemptions granted m 1878 dealt a blow to the whole 
Kjci scheme of gcncrol import dntiec from which 

cotton Untie*. it could Dot Tccovor It wos found incon 


■venicnt and anomalous to maintain duties on some cotton goods and 
not on others The exemption of the coarser poods thus gave an 
impulse to the exemption of nil The inei ifallc goal 
alreadv indicated Ir the Seert^tarv of Slate was made still more 
vinnustnl able 1 \ a second resolution passed hv the House of 
Comnroni m April 1670, " ttml the Imlmn import dull on ootton 
pool" ticms unjii.l nlihc In Ihp Ii ln„ rniiiumcr mill I) n rimlnh pro 
diiccr Olislit in Ik. ol^hslrl „„,1 Ihi, noiisc ncccplK Ihc recent 
teauclion in I icee ihltirK „ nlep 

to which Tier hlnjcKti s G icrnmtnt m pleiincil ” But it ii i, eleir 
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that if the cotton duties iverc 1o he repelled eompleteU, more tlinn 
half the total customs reicnue Mould disappear , and it was doubt* 
ful whether it would be possible to luamtain n tariff when the chief 
article imported from abroad was excluded from its operation The 
final step m as taken in 18S2 In that > car not onlj w cre the rennm 
mg cotton duties repealed, but llio srholo of the general import 
duties were abandoned 

163 In 189-1 the depreciation in the sterliiig saluc of the 

'lUm.ponbon.tm.tof >‘“'1 cns« m llic 

dotioB. Qo\cmDient finances, and it became ncces 

sary to raise considerable sums in fresb taxation It was dccidcil 
that the host method of ecenring the revenue required was to lo 
impose customs duties But the esme forces which had in 1S78 
impelled the Oo\emment of India to the repeal of these duti s 
rendered the icaersal of that polic\ in 3894 a nnffci of difbculh 
and controaers\ ^Vhlle the duties were rcimposcd at a general 
rate of 5 per cent , the Secrctaiv of State declined to allow onj diitj 
to be placed on cotton goods The exclusion of cotton goods from 
the tariff arou«ed unncrsal opposition from British and Indian 
interests m India But this halting measure become law by the 
Tariff Act o! 1804 

164 Ko one could regard this as a final decision, particularlj at 

«! ootto •> «=>ieaiwr fvaa in 

duties *ocoinpameJ by an Urgent need Of additionil ie\enue In 
e*«*e OB inJi m yarn. Secrctarj of State, in a com- 

prehensne despatch to the Government of India defended the posi 
tion which lie had taken up with regard to the cotton duties lie 
stated tint if cotton duties were to he imposed in India thej must 
be deprived of any piotective character This could be done either 
b> exempting from dutj those classes of imported goods winch com 
peted with Indian manufactures, or by levying on Indian manufac 
turcs winch competed with imported goods an excise duty As it 
was clear that the Government of India would he faced with a deficit 
the> sought to devise some scheme which would jjcld the ncce^sarj 
revenue without departing from the conditions laid down b> the 
Secretarj of State The solution was found in an excise diitv on 
such Indian mill manufactured yam ns might he consuhnd to come 
into competition with importetl \ ini It ^\ll^ misil nd llmt to 
tax the varn from which the Indian pioduils wm mndi win ns 
effective a measure as to tax the actual elotli wlnh iiiiixnsi on vnrn 
made it losihle to differentiate hv iiiniis of r< iiiiIk liluun* tlm 
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goods which did and which did not compete, and to restrict the tax 
to the former The Qo%cinmcnt of India tlierefoie, recomnienuea 
to the Sceietiry of State that a dutj of G per cent should he na 
posed oil impoited cotton piece goods and 3^ per cent on jmroitea 
cotton yam, these bom » the latts tint hid been in force m 1875 
that an excise duty of 3J per cent should be imposed on Indian anil 
manufactured yam of connit. ahoie 24s Tins limit was fixed m 
accordance nith tie conclusions arrived at hj Su James "Westland 
the rimnce Member, in the couise of a detailed enqiiirj into the 
degiee of enmpetition he^neen Britiali and Indian cotton good*- He 
held tint all counts of 2K and under were beyond eompetitinn from 
England , and tint the tnmpetition was confined to G pei cent of 
the Indian manufactures Tlie excise duty would fall onl\ on this 
small portion of the Indnn trade, and the necessary burden 
would thus he diminished to the smallest possible proportions The 
SccictaTy of Stale accepted the proposals with tvvo modihcstious 
In tlic first place he stipulated that the import duty anl the cvoisc 
on jam si ould bo at the rate of 5 per cent and not 3) per cent 
In the second place he stated that his information nss that British 
good« competed nilh Indian goods in counts below 24s, and that 
tlic line should tlicroforc K diawn not at 21s but at 20« Tho 
Govommonl of Indn houoicr woie to be given powoi to i ust the 
limit of cNcmption if fuithei enquuv pioved tint it had boon placed 
loo Ion The imccssan legislation was cniuetl ihiongli m Detci ibci 
1894 


1G3 The new dulufl bad been in force onlj for a shoit time when 
Ti. l«-snn once more to l,o 

tromjMftto ciotii i iisp(i lij tlic mneasliiro cotton industry. 
Tlioiigh Tunnv of the argument'* used b> tbe Riitisli manufacturers 
were believed to be overdrawn, it was decided that m some points 
thej bad Tight on tboir side It was probnblv tine that tbe oxenip 
tion of tbe coarser Indian cotton goods from anv taxation created 
a difference in price between the coarser and tbe finer goods which 
tended to stimulate t!ie demand for the fnrmei It was fmfher 
urged tint Ibe excise, wbnb was n l-ix upon vnrn was wlien elnselv 
nnabsed. lighter ibnn iJje imjiort iliifx, nh/fh, so Fir as the Rrifish 
trade was conciriud wiis in ibp maut a fax on elotli It was 
decided that, m order to mcil these objections ami to Joava tbe 
Lnncailnro innnurncturcr. iwllionl prnund for comnlnml flic 
In.l.iin (ICIM. «l,oiil,I 1,0 „„,,osr.] „„ e|„,i, „„ „ 

^vn, pmcLollj ,l„i, llio 
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fiucucsb oC jaru Ubtd m the production of doth, it was iicccssarj to 
alnndou the former principle of c'scmptiiig the good'» were 

belle^ed not to compete with Lancashire, and to impose an excise 
dutj oil all grades ot Indian mill made cloth The dut), hovrexer, 
was not applied to the product of the handlooin, ns it would haxe 
been clearlj impossible to collect such an cvcisc The effect of 
phcing the excise on cloth instead of on jnrn was to subject to 
the dutj a large amount of Indian cloth the taxation of which avns 
really m no way called for by the principle of avoidance of protcc 
tion As some compensation for this hnrd‘«hip it was decided {hat 
the rate of the import dutj and of the excise dutj should be low ered 
from 5 per cent to 3i per cent At the same time the import duty 
and excise on y arn. w ere abolished The proposals met w ith a cry 
sUong criticism m India, and the Government of India did not 
attempt to diegui«e the fact tint the nica«uie was not rccommciidni 
by them on its ovvii merits, hut was put foiw iril in accoidance with 
the decision of the Home Government In bpitc of protests the 
measure was passed in 189C and the excise duty of 3^ per cent oil 
Iidiau mill made cotton cloth which was tlun niiiioscd icmuns in 
force to the piescut day 

IGG bo far as the Laueashiic lutcicsts wiie concciiicd, the lon^' 
and troublesome controversy over the Indian cotton duties appeared 
to have closed in complete triumph, and it was possibly not iccognts 
cd by the victors how deeply the action tahvii by the llomc Govern 
iiicnt wa** rc‘tiitcd ui Indio not merely by tlie millowuvis but by 
the general pubbe The lapse of time did not serve to heal the 
wound On the contrary, the repeal of the cotton excise became an 
article of political faith among all shades of opiuiou iii India The 
strergth of this feeling was shown by the usolutiou moved by the 
Hon ble Jlr (now bir Slancckjcc) Uadabhoy m the Imperial Lc^isla 
tivc Council on the 9th March 1911 and the practical unanimity with 
which the non official membcis dtmaudvd that Iht duty should be 
abolished ^ 

167 In 1916 the Gov ernment of India so far prev ailed upon the 
inwcaseof the import duty Govuumcut that Loid Ilardmge was 

without Mj in:rca88 of tho authorised to auuouiicc that the questions 
raised by the cotton duties would be rccon 
Ridercd after the war, while he publicly placed on record the views 
of the Government of India that the import duties on cotton fabrics 
bhould bt raised, that the excise duty bhould foi the pie&ent lemam 
at its actual heUiCi and that an absuiauce bhould be given by His, 
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« Go.*-nitrtfTit tl at th** ezfisf duty ^ronld b'* alf ij 

»f/ * i>A fftiL'Efl-'aitf tis But tt» Eqt=,** 

tyg.? not p-^-parfd m. thi* nuddl" of tkf* v^r to reTire cld erzH:^ 
ky e>qua!ity of tk* import and eicii'* d’rt--^ 

ntly tf ouah of war erpecditnre th“ 

zhif of tk* tan 2 wa* rsi-#-*! from 5 to 7J tt» cotton 

ard flfiti'* r>azu.'’fl at tk'^ old rato of 3J jjer cent In ta* 

folio /'jn/j (far, kovr ttr, tflica *tDI forth'T revenue had to beol 3 ‘a 2 ^ 
f-fl, tk^ Brittth fiov'^rnm* nt arre#^ to thf propoal that th* cotten 
fl«i, rl ould t/* rai » d ^ I il** Iho p'lriso dntv remained at its eld £ 5 ^^ 
TI " cotton driti vzs accorditc/lj raL«ed to the general level of »i 
jt*'r c/nt, ikr fr^iw* rrmaininr untOG'‘hed at 34 per cent- In 19^ 
tfj^ fiOKmm'nt ns on an unprccodent<^ seal'* Th** general 

ratr* fit <lntt<*s wis rr*!^*! from p"r e^’iit to 11 p<»r cen* , and tk* 
dfjl> on cotton j-rxids 1 !« af^'* mw^l to 31 p'*r cent, th'* escis'* re- 
m!itmt )4 a< h^focf at 3J cent 


llo It !•» cl' tr that th • situation was profoundly n.'^iCecI i3 
Ff* in Isitiu lyi'** and stjU more m 1D21, when "i dit<f 
*" * ‘ genet, which now amounts to 74 per cent*» 

s«ai permitted littiietn the rate of import (lut> and the rate d 
tzei''^ The rtprt“''’iitattif» of the Bo£Qb 3 > JtiUowuera Ashociatwn 
as s cU as mdnidual iniUoi ncn» in Bomba> informed us that this 
margin afforded ''Uni<’ic!it protection to mc^t branches of the industry, 
and a aiimhr sji iv s as tspn > etl id the recent debate on th** budget 
in the LegL'Iatiie -\s.'njblv, when it wn» decided to mamtam the 
difference of 7i per cent m the current jear It might therefore 
base been cspcclcd that the changed conditions would ha\c been 
reflected in a change in Indian sicws and that the hostflity to the 
tscise dut>, stIiou it had ceased to Iw fuUv counters ailing, would base 
duiiiniih''d But sre thall base svnttcn this chapter in sam if we 
base not made jt clear that the Indnn cotton excise dut^ cannot be 
dealt with purely on economic grounds The whole eiucstion is per- 
in'-atcd ssith suspicion and rc '♦ntment , and these feelings ha\e been 
kept nine bj the action latcii by the representatnes of th‘> Lniica- 
fclnrc cotton industry m IfllT, m 1931 and ngam within the Hst few 
tnonfls, to try to wcure through the f'crrctin of State a reiersion 
lo the tilticl. Ihcir waunnee hnd for ™ manj jear, imnnsrf 

iijmn Intln While time rcprcscntitinns arc bejiig made, while 
the pilitical mfluence of an important indttsln,il bod} m Great 
llrilam 11 bun„’ dirtotid to tin restoration of a system iibich a 
beli"Ttd m India to be bas-d on no hifh-r grounds than the sciadi- 
ii'ts of luimem intercsU, it is impo sihio that this question should 
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receive lmp^rtnl consulcrition Some wilncscc'? it if fmc Itftvo 
defended the duty on economic grounds in nceordnnee with the 
principles stated in the preceding chapter, but the grost mnjontj, 
both Indnn and European, bn\c demanded its abolition Prominent 
Bombaj industrialists bovrever, like Sir Vitlnldns Thackcr>ej, 
Air J A AVadn and Air Alanmohandas Kamji made it clear that 
their objection to the cotton excise dutj u as one of principle, that 
they resented the manner in which it was imposed and tJic purpose 
It was intended to scrac The },cncrnl fccliu,: was pcihap-, hest 
crystallised bj Air Parshotamdas Tbakurdn* Chairman of the 
Indian Jlcrehants’ Chamber and Bureau who said that with the 
duty abolished India can begin with a clean slate * and on that 
state she can write what her own economic interests dictate It 
IS useless to Ignore the part that sentiment plais m human affairs 
c%en m such material matters as taxation Bacon drew attention to 
this characteristic in his cssax on * The Tnie Greatness of Kingdoms 
and Estates when he wrote that “ taxes IcMcd by consent of the 
estate do abate men s courage less os it bath been seen notably m 
the excises of the Low Countries ” The charge against the cotton 
excise of India is primarily and essentially that it has not been levied 
“ by consent of the estate ”, and the claim is that till that consent 
IS freely given, the excise should not be levied 

1G9 We recommend therefore that the existing cotton excise 

. , , , dut> cbould m Mew of its past bistora and 

Actoa recottunsodel. , , *, , , 

associations he unrcscr\edl> condemned, 
and that the Goseinment of India should franllj express their 
desire to “ clean the slate The best method of carrjmg ont this 
process is a difficult question to which we liave gi\cn long and 
anxious considci ation The first essential step appears to us to be 
that the British Goxeriiment should announce its intention of allow 
mg the Goxenimcnt of India to decide the question in agreement with 
the Indian Legislature This would be m accordance with the recom 
mendation of the Joint Select Committee on the Go^ernment of India 
Bill cited m Chapter I of this report If India had possessed in 
1878 and m 1894 the measure of fiscal liberty xvhich has now been 
conceded to her the controaersj which we have recorded could not 
ha\e arisen for the contest was not between the Goxemment of 
India and the Legislature but letween the Government of India with 
the whole country behind them and the Home Government But 
even when this point has been conceded the solution of the question 
will not be easy AVc recognise the present financial difficulties of 
the Government. AVc realise that the cotton excise duty bringa m a 

o 
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Alajestj s Go\ernmeut that the excise dutj would be abolished as 
soon as financial considerations permitted But the Home Go\ern 
ment was not prepared in the middle of the war to revive old contro- 
'versies by disturbing the equality of the import and excise duties 
Consequently though under the stress of war expenditure the generil 
rate of the tariff ^\'is raised from 5 to 7^ per cent the cotton import 
and excise duties icmaiucd at the old rate of per cent In the 
following 3 ear, howea cr when still further res enue had to be obtain 
cd, the British Government agreed to the proposal that the cotton 
duty should be raised a\hilc the excise duty remained at its old figure 
The cotton duty was aceoidiiigly raised to the gencial level of H 
per cent, the excise remaining untouched at per cent In 1921 
the Goveniment deficit was on an unprecedented scale The general 
rate of duties was laiscd flora 71 per cent to 11 pci cent ami the 
duty on cotton ^oods was ilso i used to 11 pei cent the escisc re 
maimng as befoio at 3} ici tent 


168 It IS clear tint the situation was piofoundl> iuodiri(.d m 
_ , . j 1917, and still more m 1921, ulicu a dtier 

Feel ns in Indi* * , , ^ ! m, 

gence uhich now amounts to 74 per cem 
was permitted between the rate of import duty and the rite of 
excise Ihc rcpiescntalivts of the Bombay JliUoimcrs A^socntiou 
as uell IS individual raillouncrs m Borabiy informed us that this 
margin affoidcd sufTicitiit piotcUion to mo»t br inches of the indubtrj, 
and a similni mcw « is cxpits td m the recent debate on the budget 
in the Legislative Assembh wlitn it was decided to niamtam the 
difference of 74 per cent m the current jear It might therefore 
have been expected that the chuigcd conditions would have been 
reflected in n change m Indian mcws and that the hostility to tho 
excise dut}, avlieu it had teased to be fully toimtcrv ailing would have 
dummsbed But wc shall have written tins chapter in vain if wo 
have not made it clear that the Indnu cotton excise dutj cannot be 
dealt With purelj on ctouomic ground The whole question is per 
raeated with suspitioii mid resentment , and these feelings have Icon 
kept nlivt b> the action taken Iv the icpicscntutivcs of the Lanca 
klurc cotton industry in 1917, m 1921 and again within the last few 
monlh, to tr, to ►ccurc tltrott,!. tl,o Sccrctan ot fetitc ,, retorsion 

pott Imlin ^\lllIe ti.esc representations nrc being made tvhilo 


Tut muK roTTOv rtn^E 97 

Tewivc unpartial oor'fKl'*ration Pom** TrjlnrK'^, it is tm'', litve 
defended the doty oti ceonomic grtunda in a^'cn-dinc^* with Ih** 
principles stated in the precedmj* chapter, hut Ih'* great majoritj, 
both Irdian and Enropcan, have demanded lU alxilition Promin'Tit 
Bombav indu'triali'ts hoTrevcr, lilc Sir TilhaMis Thacl^rfcy, 
3Ir. J. A- "Wadia and Jlr Manffiohandas Kajnji, mad'* it cl"ar that 
their objection to the cotton eici«te dot* was me of iinn'*ipl‘*, that 
they relented the roatiD^r in ^vLi'h it v-as jmp'-c<*d jnd tlj» purjK'''* 
It vas intended to i^trse The general fclm^ \ as pflupv best 
ciystalli-sed bj Jlr Par^hotamdas Thaturda^ CLainnan of th** 
Indian Jlerchanis’ Chamber and Bttrean, who R^id that s-ith th** 
duty abolished India can ‘ begin with a clean vlate,* and on that 
slate she can Trite whst her own economic interests ditiate It 
IS useless to ignore the part tl at sentiment plasK m human affains, 
cres IS aaab zsci^rss} asti'-rs as tszsiios. liewn dreir sttmtion to 
this characteri'^ic m his essas on * Tlie Tru** Greatness of Kingdoms 
end Estates ’ wh<*n h» wrote that ** tares }jr consent of the 

estate do abate men’s couni'’e l**ss as it hath b‘'''n s^'f» notably in 
ti" escises of the Low Couatri^f ” Th*' <herg' t 'siri*^ th** «-olton 
escis^ of India is prlm^rd^ and e^vntiiJJj that it Jms not b»*< o 1« >i*d 
" hr consent of the estate ”, and the thun is Hut till tht 4onwMt 
as fredtr t•l^ en the excise hboukl not be lf \ n d 
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revenue o£ o\er 2 crores o£ rupees a year TVe realise also that to 
abolish the excise duty uhile leaMng the import duty at its existing 
le^el of 11 per cent might ha%e the effect of contravenmg the 
principles of t'lxation ^hich we ha\e evolved in the preceding 
chapter^ and of sacrificing a source of revenue without affordmg to 
the masses a corresponding reduction m the cost of their clothing 
These considerations should, we hold, be put clearly before the 
Indian Legislature tVe believe that both the Gosernment and the 
country cm safely repose their confidence m its judgment and 
jatriotisn, and that when all the factors have been duly weighed and 
discussed, the Government and the Legislature will be able in agree 
ment to decide whether the excise duty should be abolished forth 
w ith or w hether it should be continued for a time, and if so, on what 
conditions Our confidence that such an agreement will be reached 
IS strengthened bj the history of this question which shows that 
throughout the controversy the Government of India and Indian 
public opinion have been at one 


170 The course of action wc propose would have the effect of 
providing the clean shte vrhich public opmion demands and would 
meet the claim tbit without the “ consent of the estate " frcclj 
given the cotton excise duty should not he levied When the slate 
has been wiped clean it will be for the Government and the Legis 
Inturc in agreement to decide what new writing if any, should be 
made upon it The procedure winch would enable this decision to 
be made vmuld be as follows The Tariff Doard should he directed to 
examine at the earliest possible moment the claims of the Indian 
cotton mill indnstrj to protection This enquiry forms an indis 
pensablc basis for a decision ns to the future treatment of the 
industry ^\ftcr consideration of (he report of the Tariff Board the 


Go' eminent and the Legislature will be in a position to decide what 
rate of protection if nnv, is required hj the indiistrj If the rate 
of dulv thus determined is sufilcient to meet the revenue neccasitics 
of the ciuntrj no question of nn excise dutj will arise If on the 
other hand the Go'ernment hold that their revenue requirements 
tnal e it olh^atorj to lew taxation on cotton cloth in excess of this 
■.mount .t ..111 bo .ioco,.-,r. for tl.cn. lo fonnulatc propos..ls .n 
nccorilnnco .. .11. the principle., .re hme ciplcnd nnil to laj these 
irnposnl hetore the I es.sinlure Tlml bojy ...11 then be m n 
M . u to deenle the retl point „t . sue tvh.eU ..,11 no longer be a 
miter ben.ren Ilomba. nnd lanensliirc, but bet.rcen the Indian 
producer and the Indian conaumer n.i'.ien me Indian 



THB IKBIAK OOOTOR EXaSE 


99 


171 In making our rccommcndalioiis icgarding llic cotton ciciso 

. 1 . duty ^\e ha%c not overlooked tlic fact that 

Effect on the hnadloom .r * 

industry of the nholitlon of at the present moment the ctutj operates 
the cotton txeise. some extent as a protection to the hand 

loom industry We fuUj realise the importance of the handloom 
industry, and we would welcome the grant of assistance to it But 
there are many other wavs besides the indirect method of an excise 
duty on mill goods, by which the handloom industrj may 
he encouraged fhe orgmisation of cooperative Kocioties, which 
would enable the handloom weavers to buy their raw materials at a 
reasonable cost and in sufficient <iuantit} and to dispose of their 
products at a reasonable price, would help the industrj in our 
opinion far more than the continuance of the excise dutj , and wo 
cannot recommend that a duty of tlm nature should he raamtamed 
merely because of the indirect effect vrhich it ma> ha\ c on the hand 
loom industry At the same time wc feel that the abolition of the 
excise dutj would make it a matter of special importance that the 
handloom industry should not be injured in anj avoidable way , 
and m this connection vre recommend that the effect of the import 
duty recently imposed on cotton yarn should be scrutinised V7ith 
the greatest care 
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CHAPTER^XI. 
Export Duties. 


172 Export duties bi\e found a place m the Indian tariff from 

, . , _ - 'eij early dajs and though after 18G7 they 

xpo n leain n a diflfaaour, they have been to some 

extent revised in leccnt years At present there arc export duties 
on rice, on raw and manufactured jute, on tea and on raw hides 
and skins 

173 An export duty falls on a commodity which js destined for 
ineidcnea cf aa expoit world’s markets It may be consider 

cd so far as external trade is conccrncdi 
ns raising the cost of production of that commodity Now this 
increased cost may raise the price of the commodity in the world’s 
m irkct, in which case it falls on the foreign consumer, or the world 
piipp may remain the satn^ in which case the increased cost simply 
icdiices the profits of the home producer "Which of these two 
results 18 the more likely to occur depends on the extent to whitii 
the world price is fixed by the cost of production in tlio country 
which impo«C8 the export duty, and tins m turn depemls on the pro 
portion which the supply derned from tins country bens to tljc 
total supply in the world market If the propoition of the world 
market supplied by the country jraposing an export duty is small, 
that supply will ordinarily lm\c to ncconiinodate itself to the othci 
factors which fix the world price The increase in the cost of pro 
diiction which is represented by the export duty will not be passed 
on to the foreign consumer, and the export duty will be paid by the 
home producer This result tends to become less certain ns the pro 
portion of the total market supplied by the country iniposinf» the 
Cjport dut, iiicrcasc. Hut onij ,i, the ctso of ai. nlsolutc monopolj 
for ulMch the . cinand ,s ataUa can it he averted Kcienllj tint Ilia 
"Orld prM u.U ho raised h, the full of the ctport dult, 

and that therefore the uholo export dulj u.ll be pi.d b, the fore,™ 

’'"'S. eelfl',",” '“"t Of It hj the home pro 

r duccr All absolute monopoly, hoiroicr, for 


which Hero n a stable dtimiid is of r 


ire octurrence , and it way, 
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Uicreforc, be taken as the gciici »1 lulc that ‘•onic portion, if not the 
^vholc, of an export dutj falK on the home producer "NN lien nn 
export dutj faUs on the home producer, it naturally has a tendency 
to reduce the production of the commoditj on which the dutj is ini 
posed Tbo BCuerallj injurious effect of nn export dutj on 
the producer is recognised in the constitution of the United blntta, 
which prohibits absolutely the imposition of export duties This 
proMSion was inserted at the instance of the agricultural bouthcin 
btates, which wi«htd to pro\idt i complete eifcguaril n^ai ist the 
sacrifice pf their interests to those of the other States 

174 "We have referred abo\c to the possibility of an absolute 
M...PO 1 . 0 , ol monopolj It would perhaps he more coi 

depreea of ttfength but rcct to say that 110 monopoly IS flbsolulo, 
uiiraja conditional dependent on certain con 

ditions, though in some eases the probability of those conditions ccaa 
mg to exist la remote Various stages of monopolistic strength may 
bo indicated At the lowest stage would come monopolies which are 
hardly more than nominal commodities for which oh' ions substi 
tutes exist or alternative sources of supply could easily bo ilc' eloped 
Of such a nature are many of the oilseeds of India ■which are bowc 
times loosely described ns constituting a monopoly l''or instance, 
castor seed, though expoitcd solely from India, could, jt is holic'cd, 
be grown without difficulty m othci parts of the world Qromul 
nut again of which India produces ncaily one half of the world’e 
exports, IS a crop the pioduclioii of which could easily be stimulnf 
cd to a large extent elsewhere Or to take the mso ot mtci 
changeability, though raowra seed may be a nionop 1\ of Imlui, it 
is probable that a satisfactory siibslilwlc could be h inul il iiioniu 
seed became difficult to obtain Another somewhat sumlai instaiicu 
IS provided hy myrnboHms These arc pioduccd only m liuliu , 
hut they form merely one of a number of possiililc tanning mntcunls 
and though no doubt they have their own peculiar exi ilhiui, tlu lo 
is no a«surincc tint if the price were incrinbod by an »x|)ort dut\, 
tanners would not turn to altcmativo luatcriaU In the case 
even of such apparently w ell entrenched monopolns ns yutu 
and lac it must not be forgotten that tho monopolies an mt 
unconditional In the ease of yute for inslnme if tlu pruo vn ro 
raised considerably the result would Iw a teiuUmy to iiaplov iuimo 
freely alrcadv known svdMitutiN mi h as j n»rr «r iittiii matnittls , 
or there might be n tuiMtlriihU iidmlioi in diiiiand tlinn|,h tho 
more extended use e f sceoml hand x lel b , i r eiaouriitt an nl iiiibht I »j 
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gi\eu to bulk b'liicllincr ubich a\ou 1(1 dispense. AMth the use of sacb 
altogether , and m eveiy ease there is the dahger that on increase 
m the puce of the monopolj stimulates the search for 
substitutes 

175 Our general conclusion, therefore, is that ordinarily an 
Coucioi.on tesarding m «port duty tends to fall on the homo pro 
cidence ci export duties t'uccr and couscqucntl> to discourage pm 

duction, csccpt m the ease of a monopoly , that even monopolies 
oie endangered by any considerable rise in price , and that 
therefore a heavy export duty e\en on a monopoly may be paid 
in part by the home producer as a preferable altcrnntue to risking 
the loss of the monopoly by an attempt to pass on the uhole of the 
duty to the consumer 

176 Apart from the question of incidence there is a general 
rifwt on iU bftianoo of objection to export duties winch m the 

case of India dcicnes special notice 
port duties tend to diminish export’! and thus to produce an ndicrsc 
elTcct on the balance of trade If Ibis effect is pronounced, it may 
cause for a time at least difBcultics m regard to tho foreign 
exchanges 

177 Export duties m India are frequently advocated both for 

purposes of protection and revenue "Wo 
rrotofltiTp «<port dut c« jj, ti,c first placo to exammo m the 

light of the conclusions stated above the policy of protecting uj 
dustnes by the imposition of export duties It is not denied that an 
export duty may form a potent method of protecting an industry It 
cither raises the cost of tho raw material in foreign countries or 
depresses the cost of the raw material at home In cither case the 
homo raanufactorer has tho benefit of getting hiS raw material at a 
lower cost than his rivals abroad The peculiar characteristic of a 
protoctne export duty lies in the fact that tho protection operates on 
the raw material of the mdostiy, and therefore places the whole 
foreign product at a disadvantage, whereas a protective import duty 
merelj affects such portion of the foreign product as would ordinarily 
come to the protected market 

liS This characteristic tends to produce a Epccial fecUng of 
Ti* r ttBr*5paiMitr la fesentwcnt in those coonfries which make 
r. of mnicrul on which the CJport 

.lutj L. impowil, rirliciibr). m ciw m which the imnosilion of 
tho export (lut> ratscb the price ef the raw material m foreign 
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countries Tlie following extract from n report 1)} tlio Fconomie 
Sc''tion of the ProMsional Economic nnd rinancml Coinniittct of 
the Leagne of NMion^i dated the 12th September 1921, gnes loiiiQ 
idea of the gcncnl feeling on the subject 

“ Cut it 13 not less, meoutcstoble tint raw materials produced ly 
one country being m manj eases essential to tlic economic 
life of other States should not, unless m exceptional cases, 
be the object of restrictions or of differential icgiihtions 
of such a nature as to injure the production of such States, 
or to impose on them a sjstcmalic infcrioritj Tt n undesir- 
able, particularlj , that measures of restriction taken bj 
producing countries to meet exceptional situations 
should be so prolonged or altered os to change their 
character, and from being acts of precaution or defence 
to degenerate into measures of economic aggression ” 

179 But the mam objection to a protcctiie export duty is not 

Injury e» 3 irfto tUahone t'‘‘' of resentment It mas occasion 

pTo<jQc«r I *>(1 <:o much as the economic loss it 

causes at home It is gcnerallj recognised tint a protectiae import 
duty imposes a burden on the country It is sometimes thought that 
a protectnc export dutj because it docs not injure the consumer 
imposes no burden on the country The truth is that it imposes a 
burden of a much more objectionable character It taxes production 
instead of consumption 

180 There is a further disid'antagc m the deuce of protection 
T«ndeii<;y of protcctire hi mniis of export ilutics A small export 

Mport dot *# to be h e1i (lut> mj bc practically harmless to the pro 
duccr It is possible that some portion of it and when the duty is 
small this may be a large proportion of the whole will not fall 
directlj on the producer It is when export duties become licaiy 
that thej tend to become unfair and c\cn disastrous to the producer 
Now a protectue export dut> needs to be fftirlj hoai-j if it is to be 
The cost ot the raw material lorms onlj a part ot the cost 
of the finished article To produce a giicn difTercnce in the cost 
of the finished article it is ncccssnrj to put a hoaiier duts on tin 
raw material than the dots jt would be necossarj to place on the 
finishcil article When export duties ore used for protectue pur 
poses, therefore the tendonci must nlwnjs bo to impose comi aratuel> 
high rates and such rates will almost mvarinblj be a Rorioiis burden 
on the producer 
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181 It clnr tint the coTisidciations pointed out above male 
ProlMt.™* export Julie. *>“ impouitioti of T protcctiie cxport duty 
oa monopolica HI {he case of an article ivliich is not a mono 

poly, and -where therefore the burden -will fall on the producer, 
entirely indefensible It might honcaer be argued, and it has 
actinllj been suggested in the caee of lac, that a protective export 
duty may be placed on a monopoly without any injury to the pro 
dueer of the Indian raw material and with benefit to the Indian 
industry E\cn in such a ease, however, we do not recommend the 
imposition of an export dutj for piotectivc purposes As we have 
just explained, a protectnc duty to he effective must usually he at a 
comparatively high rate , and vve have already dealt with the dangers 
arising to anj monopoly from the imposition of an export duty at 
a high rate Even in the ease of monopolies therefore, in which there 
IS a reasonable probability that the export duty vvifl not fall on the 
Indian producer, no cannot recommend that an export duty should 
be imposed for purposes of protection 


182 TVe hold therefore that export duties should not be imposed 
purpose of protecting industries 
inpofea for ”eT«Tia« ptir The question then remains to what extent 
ppM« poly Orncrai pnofli i„.i\ icgiiimatolv bc imposed for tho 

1 Irt to l« opplua e n 

purpose of raising revenue Our mam prm 
eiplc IS that It IS not justifiable to penalise the Indian producer hj 
an export dutj and that consequentlj •'utli duties should onlj be 
imposed when there is a reasonable probability that the tax will fall 
iiiamlj, if not cntirclj, on the foreigner, and wlien there is no apprt 
ciable danger that the production of the commoditj in India will be 
affected rroin this pnneiplc v.c deduce the rules that export duties 


for revenue purposes should bc employed sparinglj and with great 
caution that tliej should he imposed onlv on articles in winch India 


1ms n moiiopolj or scmi monopoly, and that in every case the duties 
should be moderate 


183 Some ot m.r iTilnpw. liaic mimraisod Ho dangers of eirorl 

iliilv fimt has liecn imposed is found to he 
.t.,nrn.g an .ndn.trj .(can ,U™ la- taken oil I„ o„r op, n, on tins 
IS a snp.r(;o.al t ,™ Tl,e prrat danger of an report duty rs that t 
once 1., mi an, of ,1 tl,r .narlrl I„„, J , permanenHy 

rn.nrd It ma, nrtrr I r „p„r thr n„.!r, .,r„,Xd In 

•n..~.r( ;«'■'Irltlnn of mkI, a risnit from tho tarilT 

lii'Inn of India IS norlli recalling In 1800 
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the moderate export dutv of 1 per cent on saltpetre tras r-xUad to 
Rs 2 a maund (which was roujjhlv equivalent to 20 per cent 
talorcm), on the ground tint saltpetre was a practical monopoU of 
India Onl\ a roar later the Bengal ChamVr of Commerce in 
applying for the repeal of the clnta stated that "tinder the protect 
tion of the high prices at which saltpetre is in consequence of tins 
duty laid down in foreign markets the manufacture of artificial 
saltpetre has been commenced on a large vale ’’ In 1^02 the Got- 
emment of Bengal gave it as their opinion that the export (lut\ was 
forcing forward artificially a rival production The Goternment of 
India however, remained unconvinced until 16G’> when the diit\ was 
redneed to Re la maund Bv 1866 it was generalh admitted that 
the trade was m a very precarious condition and the diit\ was 
finalh remoaed altogether in 1867 the export of ealtpetre ha\ing m 
the meantime fallen to less than one third of the quantity exported 
before the high dutv was put on Speaking in 18S0 Sir Tohn 
Strachev said " Fxport duties enjov the credit of haaing ruined the 
Indian trade in saltpetre The\ were tal en off when it was too late 
to repair the mischief ’ The lesson of this dutj should not be 
forgotten 

184 ^7e have stated generally the principles uliieh we consider 
No oijocion to m\\i applied With regard to export 

duties m India and we now proceed to con 
Elder in the light of those principles the existing export duties and 
others which have been su^ested to us "We haae not referred to 
small ces«os such ns tho«e on tea and lac which while IpmcI on 
exports do not go into the general reaenues but are deaoted '^olelv 
to the improvement of the industries on which they are placed It 
18 obvious that being levied with the consent of the producers and 
for their benefit they cannot be open to the ordinary objections whuh 
apply (0 export duties 

185 TVe haae had no complaint about the export duty on raw 
~ , and inanufaetured.jiite This duty does not 

Tre onlT on. ■pit* , , 

transgress our principles for it is imposed 
for re\ enue purposes only it w imposed on a monopoly and the rate is 
moderate So long ns these conditions remain we sec no objection 
to the continuance of the duty 

186 Some witnesses have suggested that nn export diif\ should 
propo.M <lu<y on t«w I e placed on raw pntfoii of -Nhieh very Inr^e 
rotton condemtie-l qiinntiti s amoluilmg to something like half 
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the total Indian production, are exported The proposal has been 
advanced mainly on the ground that such a duty would yield an 
appreciable and much needed revenue But we consider that on the 
principles we hare laid down the unpo-ition of such a dot' is not 
admissible Indian cotton is neither a monopolj nor a semi monopoly 
Japan at the present moment bnrs enormous quantities of the Indian 
short staple cotton but she iImj uses a large amount of American 
long staple cotton The proportion of Indian to American cotton 
consumed m Tapan depends to some extent on the comparative cost 
A rise m the price cf Indian cotton would therefore tend to decrease 
the Japanese demand It mnst aKo be remembered that the growth 
of short staple cotton is being de\ eloped both in Ivorca and China 
Apart therefore from the question of the proportion of short staple 
to long staple cotton consumed in Japan it wonld be most dangerous 
to assume that India has a semi monopolv m the supplv of even the 
short staple cotton Vt'e consider that an export dut^ on cotton 
would fall on the cotton producer in India and would have the effect 
of cli«coun'»in" the prodnction of cotton 

187 An export duty of Rs ISO per 100 Ihs was imposed 
on tea m 191C with a mow to obtain mcreas- 
The doijr OD fn revenue which was urgently required 

The financial situation has since then been such that the Government 
base neaer boon aide to contemplate sacrificing the re\emie winch 
this tints s iclils The export dnts on tea '•honhl be treated in accord 
mice with the i,tncral prmcn^le^ we Inst Inti donn It Ins ilrarly 
i»con imposed for rcacmie onl' niul the rate is modtratc Cut it 
can Inrdlj be smd to tomph with our third con litmn mmcli 
that the article should be n monopoh or a semi monopoh It is 
tnic that an export dufv is imposed iii Cevl n at the same rate ns 
tl at IcMcd iH India mid that in 1919 India and Ccalon bctucen 
them presided 07 per cent of the tea exports of the uorld But 
tea is a liighb compotituc product nml it is clear tint India and 
Ccrlon are not able to impose tlicir terms on the market The 
proiliiction of t a in Jasa Ins increased aerj rnpulh in recent jean 
and m the markets in s Imli it meets Indian and Ce\Ion tea has 
Mate extent ihiiJ-icinz th(m This fcnduics is most dearly 
markM m Au»tnln where Jasa which m 1913 eiipplicd oiUi IJ 
por eent of the market, suppliwl la 1919 30 ns much ns II 
[Vr cent In tin 1 nitnl Kingdom also in apite of the preference 
granted to 1 mpiro teas tl e proportirn of tea imported from Tata 
remains appreciable Jasa tea makes lU naj m Mrtuc of it’ 
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cheapness It is therefore incxjicilicnt to Iniulicnp Indian tea hj an 
export duty at howc\cr loir n rate We hold therefore that the 
export duty on tea should be remoacd 


188 The one export duh in India arbich still suniics from the 
time whtii iiLUtl^ all articles ncrc subject to 
« Qtyonnee dutics IS the export dutj on nee, which 

has stood for manj years at the rate of 3 annas per maund 
The duty is eertainlj moderate, and with the rise in the price of nee 
has bA»me mcreasinglj moderate It is imposed solely for reaenue 
purposes But here again as m the case of tea the question arises 
whether nee can be regarded as a semi monopoly India contributes 
approximately 50 per cent of the total nee export of the world, 
the only other countries of serious importance as nee exporters being 
Indo Chma and Siam Both these countries impose export duties on 
their nee, and therefore m comparison with them Indian nee cannot 
be said to be at anj disad\antngc It is probable that as these thrti. 
countries hotween them prosidc ‘ome 90 per cent of the nee exports 
of the world, and all three impose export duties at somewhat similar 
rates, these export duties are passed on to the consumer, and do not 
affect to any appreciable extent the producer It is noteworthy that 
in Burma, which la the source of nearly all the ncc exported from the 
Indian Empire, no objection at all was raised before us to the con 
tinuance of the export dutj md it appears to be gcnerallj belieaed 
m Burma that the duty is so small that it is not felt by the cultuator 
In these circumstances we consider that there is no necessitj to re 
commend the abandonment of this longstanding source of revenue 


189 The question of imposing an export duty on wheat for 

E«.-reateddutToawU«t purposcs Or as a means of regulat 

mg prices is dealt with m the next chapter 

190 It follows from the principles we base laid down that wo 

Tt# doty on r»w Lidei opproac m its existing form the ex 

, port duty on raw hides and skins which was 
aaowcdlj imposed for protective purposes 
ais first experiment of the Goaemment of India in protection fol 
owed m our aiew a wrong method If tl e tinnmg industry re 
quires protection tins should be gneii bj an import and not by an 
export, duty \\ c are aware tluit the experiment was introduced at 
a most unfa\ ourable moment and that the export duty was not the 
mam cause of the depression that has o\ertakeu the export trade 
out our objection to the dutj is ^sed on principle And we think 
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the total Indian production, are exported The proposal has been 
advanced mainly on the ground that such a duty Tvould yield an 
appreciable and much needed revenue But we consider that on the 
principles we have laid down the imposition of such a dutj is not 
admissible Indian cotton is neither a monopoly nor a selni monopoly 
Japan at the present moment bnvs enormous quantities of the Indian 
short staple cotton, but she also uses a large amount of American 
long staple cotton The proportion of Indian to American cotton 
consumed m Japan depends to some extent on the comparatne cost 
A rise in the price of Indian cotton would therefore tend to decrease 
the Japanese demand It must also be remembered that the growth 
of short staple cotton is being (lc\ eloped both in Korea and China 
Apart therefore from the question of the proportion of short staple 
to long staple cotton consumed in Japan it would be most dangerous 
to assume that India has a semi monopoly m the supply of e^en the 
short staple cotton IVc consider that an evport duty on cotton 
would fall on the cotton producer in India and would haa e the effect 
of discouraging the prodnction of cotton 


1S7 An export duty of Bs 180 per 100 lbs was imposed 
on tea m 1916 uith a mcw to obtain mcreas 
Th»dutyonw> which was urgently required 

The fmaocial situation has since then been such that the Government 
haac ncacr 1 ceii able to contemphte saenfien g the re\enue which 
this duty aiclds llic esport duty on tea should bo treated in accord 
ance with the j,ciitral principles we I i\e lni<l lown It has clearly 
I cell imposed for reaeiiue only niul the rate is model ate But it 
can hardly be snid to comph willi our lliiid conhtioii namely 
that the article should bo a m iiopolx or a semi minopoli It is 
true that an esport duty is imposed in Ce\l n at the same rate ns 
that IcMcl ill India and that in 1919 India and Ceylon between 
them provided 07 per cent of the tea exports of the world But 
tea IS a highly compctitiie (rodml and it is clear that India and 
Cciloti nro not able to impose their terms on the market The 
production of t a in J8>n 1 as increased aery rapidly in recent years 
and in the marl cts m \ Inch it meets Indian an 1 Ceilon tea has 
liecn to wmc extent disjlacmg them This ferdiney most clearly 
marked in Audraka whore Taaa which m 1912 supplied only li 
P<'r cent of the ma-ket snpphrl m 1919 20 as much as 11 
jv'r cent In the Umtol Kingdom also in spite of the preference 
granted to I n j ire teas tl e proportion of tea imported from Tina 
remains opprccnble Jata tea makes its way m airluc of its 
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cheapness It is therefore inexpedient to Inndicip Indim tea bj on 
export duty at ho'ive\cr low a rate We hold therefore that the 
export duty on tea should be removed 


18S The one export duh in India which still sunues from the 
Ti-d troance ''htii in.a.l> all articlc> i\Lrc suhjcet to 

atjcance duties is the export dut^ on nee, which 

has stood for manj years at the rate of 3 anms per maund. 
The duty is cerlainlj moderate, and irith the rise in the price of nee 
has b^me increasing!} moderate It is iini>oscd solely for revenue 
parpO'CS. But here again as in the ca»» of tea the question ans^ 
whether nee can b** regarded as a fc^mi monopol}. India contribute i 
appromnatcly 50 per emt, of th»* total nee export of th** world, 
th“ only other countnes of 6<*noas importance* as nee exporters b' mg 
Icdo-Cluna and Siam. Both countrif'S impoy* export dutns on 
^eir nee, and therefore in comparison with tlnm Indian riv cannot 
b* sa.d to b* at any disadvanta/'* It ts probabb that, as th'-*^ thre 
b^twe«n tl^m pmil* lo***' of Ih' nc/ »xport» 

®f th» wo’ld, and all ifcre^ tmpo ' t'Xj’/ort dutn i ai t/m' /dwt nmilar 
Wes, ties* export duti‘-s a'*’ on Vi th» wt »»jni' r, and do not 

to any app-»^.abU tl < p^O'Iu'y r It is noU / orthy tl; it 

m Banna, rhi'*h i» th*- tojrcA" of fi'^rJy <jI 1 U;' n/ d from lJi< 
Empire, co ohj*-^ ou at all v.4* rdi>'d f/fon ns Xf} th' t/iti- 
tnjcaa-* cf tl* ^xpot dL\-, sr 1 11 to b» bOi' /d 

oBarrm that tL- dt.‘r t« )y> > *>11 t}>t it w r vt f« It by th' r lUt^^U/r. 
thes" e^-um. w*' v * 1*" ll>l !’*•/*■ i' lo n »/ Uf r> 
th» abard' ' f tL*» Ij '*Vi d/' / w jr^ of n ^ • no* 


quest^s r' doty on v/h‘'it lor 

vi^yr*^ o*- »'S a / 'j-is of r'/oI,it* 
iCe p-*-*-* M dec'll with io Ih** ihaii'j-r 


l~<i It foUows from tL- U i t>-st 

ca tja«« I j*> ♦'zi-’ir / for/^ t> ^ 

taiOarl po-t V yA *)tn » 

Crst experiment of the Go>«'- ^ ^ ^ ^ ~ 

m our Me" wrong cs^ i |, i “m 

^^ires protection thi'> sliould b<» ^ > 

*^rt, dutr ^^e arc awire tliat ■' iv 

a ccKt unfa\oursble moment and t*** tl** *-•' 

ctain cauce of tin. dcprc^&iou iimi >» . 

But our objection to the dutj m bai^j o» J’-" 
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that exeats ba\e illustiated the bad effects aiismg fiom the adoption 
of a ■nron" principle 

191 AVe need not laj stress on the fact that tbtie aie few indica 

cMMdiolho 'ions 'Imt the duty Iwi, hioiight to tie 
rtoductr tanning iiidustiy the benefits Mhicb I'cre 

anticipated This po\citj of results may be due to the exceptional 
conditions iiliicJi ln\e prevailed in the tanning industry all over 
the viorld duiiiig the last few years Bui there can be no doubt 
thnl the dutj has, as v\o should have expected, mjmed the producer 
and scivcd lo ag^jiavalc the depiession in the cxpoit trade "We have 
received cvicloiice that the diitj Las been paiticularly injurious to 
the ti idc in low qinlitj hides, which as a matter of fact the Indian 
tanners do not lequire The Indian tanners wish to retain for 
tlicniseUcs the high class hides, for winch, even witli the export 
Uiitj, time is sonic demand abroad But in oul''i to obtain this 
ndvantigc, the ti idc ui low qualitj hides, which depends almost 
01 tirclj on export, has been soiiouslj iiijuud The iltpression m 
price caused hj the export dutj, added to tin. n ituial woild dtpics 
Sion m puce, Ins resulted in inunj cases m nnl nig it unjirofitablc 
to collect the infcnui hides at all Wc h ivc icccivcd evidence tliiit 
the hides uc ficqucntlj allowed to lot on the ciicasscs, and that 
in consequence of the low prices, whieli have undoubtcdlj been 
neecninated bj the export dutj, a bouicc of vvciillh, in the aggrognte 
not iiieonsiilei ible, Ins actually been destiojcd 

192 It has been suggested (o us that one elTcet of tlic exjn rt 

po..lbl« rir.ol «» lli= bill! 

cnttio iUngbicr of Jiidcs unpiofitahlc to reduce the mimbcr 
of c ittlc slaughttrcd, and that from this point of view the dutj has 
i ad u bcntfieial effect on the country gcnerallj. It is however by no 
means clear that the dutj has had any effect m reducing the number 
of cattle Klaughtercd Wc have alrcadj pointed out that the demand 
for the high class hides, which ore derived from slaughtered animals, 
hits been eouipurutivclj less affected, and that the mam cause of th<j 
Miiallcr hupplv of hides was that the hides were not collected from the 
cattli. which dud a natural death Wc do not propose to cuter into 
a dn>^.us^ioll of the eonteiitious (.ubject of callli, hlauglilcr lu Indu, 
nr In t n uKi wii Ihtr the «• iiiilrv is re dlj m n position lo support 
111 ri c iltl tji III it povs s iiid whellur it is ndvantiigcotis to keep 
nJivc n iiuiiiIkp < f cattle wlinli nii, ttonoiinonllj of siiuill value Wo 
v^o^ll J onh i„„„t out generillj that the argument ngardmg the effect 
oil eaitk sluiithttr was never incuUoiied when this dutj wa« 
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orjgmally imposed, that the effect of the ilut> ou the numher ot cattle 
Blaughtered is problematical, and thnt a broad issue of this nature 
cannot be decided mcrelj on the coiisidtration of a subsidiarj effect 

193 IVe hold therefore that, so far as the export dutj ou hidts 

, . ... ... and 5>1 ms is intended to be protcctne, it 

Itf) pojeibiuty that a , . ^ ■m -n. . , 

teTcnne iaij on tkina COnnOt Lo justified. But ITO ICCCU CU a 
mightbe justified certain amouttt of CMdencc to the effect that 

Indian goat bkuis formed a acmi mouopoly It is possible therefore 
that a bmall rcicuue dutj on bktus could be justified lu accoi dance 
With our general principles This is a matter which might be en 
qmred into by the Tariff Board But the duty on hides should be 
abolished m any case 

194 JIanj witnesses hate adxocatcd the imposition of a jnotctf 
Propoicd duty on oileccda tivc export duly OH oilsccds The orgu 

eoudemned. ttieul i;> that 1 ^cry large quantity of Indian 
Oilseeds is exported, and that b> imposing on export dut> the crush 
mg ol the Oilseeds would be earned out in India with economic ad 
\antagc to the couiito This pioposal like all other proposals foi 
piotutuc expoit duties is inconsistent with oui gcuciul principlcb 
lu the case of oiUecds sve consider that such a duty would bo parti 
cularly disadiantageous to the country Certam oilseeds aio grown 
>ery largely foi the export trade The Indian demand for the oil 
and the cake would be quite insuflicicnt to absorb the whole product, 
if all Indian oilseeds were crushed in the coimtry At the same 
time there aie considerable difficulties m exporting the oil , and it is 
unlikely that any appreciable export trade in oil could be built up 
The mam result therefore of imposing a protects c export duty on 
oilseeds would be that the producer would be sacrificed to an un 
sound economic theory, and that the pioduction of a valuable crop 
would be discouraged 

195 ^V e ha% c also rccen ed proposals that the export of manures 
V «0 ol manates not like 7 should either be prohibited, or discouraged 
to^bo promo ed by cspoit by thc imposition of a heavy export duty. 
“ “ 1 rom fins i>otut of \ lew an export dutj on 

oilseeds has been advocated, m order to retain withm the country 
the Oil cake which has a high luauunal salue The other manures 
referred to arc bouc uud fash muiiun.s Iht ud\u«.atcb of this policj 
do not alwajb stop to consider what would be the probable result. 
It IS assumed that if the cxiiorl of manures is stopped, the manures 
which arc not exported wiU be used in India But this assumption 

ouc that cauuoi safclj be made there arc at present two mam 
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that ev ents ha\ e illustrated the bad cifects an&ni" from the adoptioa 
of a Mrong principle 


191 We need not lay btress on the fact that there aie few indica 
the. dutj his biought to tie 
productr taiuuug industij the benefits which were 

anticipated Thib poverty of results may be due to the exceptional 
conditions which have pievailed in the tanning industrj all over 
the v\oild dm mg the last few years Bui there can be no doubt 
that the dutj has, as we should have expected, iiijuicd the producer 
and solved to aggiavalc the depression in the cxpoit tiade We ha'6 
received evidence that the dulj has been particuhily injurious to 
The tijulc in low quilitj hides, which as a matter of fact the Indiau 
tanners do not lecjuue The Indnu tanneib wish to ictim for 
tlicnibches the high cliss hides, for which, even with the export 
dutj, tluie IS home demand abroad But lu oul'’i to obtain this 
advantage, the tiado in low qualitj hides, which depends almost 
pntirelj on export, has been senouslj injincd The depression JU 
price caused bj the export dut>, added to the n ituiiil woilil dejirts 
biou m puce, Ins lesulted m luinj cibcs in nnlung it unjirofitublc 
to collect the infeiioi hides at nil We hive icceived evidence llmt 
the liKles aie ficqucntlj allowed to rot ou the eiicasscs, and that 
in coiiseiitieiice of the low puces, wJiuh have undoubtedlj been 
accent u Uetl bj the exjiort dutj, a souicc of wcnltli m the nggicgiito 
not meoiisideiable, Jt ib aettnily been destiojcd 


192 It has been buggcbtcd to vis tinil one efTeet ol the exp it 
(...) ro...H. .loci 0« I"-'” I)' '"■'I''"!,’ tlic (.alo 

ciuio •isafhtcr ( f Judes unprofitable to rcduec the mimbcr 
of cattle bl uiglitcrcd, and that from this point of view tlie dutj has 
bad a beneficial clTcct on the country gcncrallj. It is however by no 
means clear that the ilut> has had any effect in reducing the number 
of cattle blaughtcrod We have already pointed out that the demand 
for the high class hides, which arc derived from slaughtered animals, 
has been eomparutivelj Icx-j affected, and that the mam csusc of tliQ 
-mailer hupplv of hides was that the hides were not collected from the 
t itde which dud a niiturnl death Wc do not projiosc to enter into 
a dibeuv'ion of the coiilenfioiis aubject of citllo blaiightcr m India, 
or to t tisukr whether the «miitr\ ih re dlj lu a po-’ition to support 
m r\ e itlle tlnii it pc-vs*’ s imj ^vhethir jt is ndeiiiitageous to keep 
olnc a mimlnr of cvltle whu.li are economic illj of wnall value ^\fl 
WOUI.I onh pouit out gencndl.v that the argument regarding (he effect 
“‘aiibhter was ncvir mcutioned when this dutj wa« 
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n:pCN*d, that th'' cfTcvt cf tVt Uut\ on the i\wmKr of i^ttle 
£laT^tgr°d £s P’tV'’— aU^al aid that a Itvad i’'-''ue of thin mturv 
carrot I** d*-sd'*d eerily cu the coi Mdlritiou ef a Md"‘idiir\ i(Tv\t. 

ISj "Vre h''ld thewlore that, so far n* the en'ort dulj on hUU* 
t!a‘ ft mb IN mUinUd tn be* i>n'tceUM, it 

cs etna carmot bo justiUed* But a>tf » 

^ certain ninoimt of cNidinee to tin elTvvt thut 

lad. sTi shins formed a mjiii ihohpi*o 1,>. ll is j'i>n.si 1 1,* l)n m fj ro 
that a m all revenue dutj ou skins could bi jUNtitlul in nuoulmno 
mlh oar general principles. This is iv innllir aNhUh might lo in 
qtured into by the Tariff Board But the dut.\ ou hUUa hlnndd lo 
abolished in, any case 

191. ilanj MUncssis ha\L adioeatid the imposition id a pioli !'» 
Propoted duty on oile<?cda tno iXporl tint) Oil OlNuds TliO UlgU* 
wndynaed, lin lit is thill ll M j) llll gO 111111111 ll \ ot linllllU 

oilse^ IS exported, and that bj imposmp an i xpint duly Iht* i \ iish 
UJS or the oilseech noiild W earned out m hidja nidi ((oitoiiiiu *ul« 
vantage to the eountij 'Ihis pioposid him (ill i*tlin piiiM sills )in 
piottctiNt expoit dutKa la iiicoiwiHltul mtli oui gnittid piliiiljilts 
In the case of oilsccda ^\o coimdci that Hiu.h a diit) Mould ho piull 
culatly disadiautngcous to the toimliy Coilalii oliwuls mo jtiowii 
Jaigcl) foi the c\pett ttado Ih« Jri<lifui iIuikiikI i(t( llio olt 
f 11 ^* Mould he quite iiwuQlueiit lo absoil) llm Mlmlo inodiii t, 
If all Indian oiUecds ucro unshed m tho oouiiliy At llio (imiio 
there arc considciabk difficuUits in oxiioiting tlio oil i mid U Is 
unlikely that any appreciable export tiadc iti oil could by built u)' 
3he main result thcicforc of imposing a protcctno export duly on 
oilseeds would be that the pioductr would bo Hiiuillood to an inn 
sound economic theory, and that the pioductioii of a vidiuildo oroi» 
would be discouraged 


193 IV^e ha\c also received proposubi ihal tho export of mriiiiurti 


tie of maanreB not Uk* j 
w be promo ed by export 


should either bt prohibitfd, or dlniouiayul 
by the imposition of a hiuvy ixpoit duly, 
i’rom tins iKunt of vjcw an export tUity on 


oilseed, has been adiocatcd, lu ordtr lo retain within tho tounlry 
fhe Oil cake, which has a high manurml miIu* 'lh< otiur oihimihii 
referred to are bone aud lish manuriN lli jnUouii<<. «jf ihio pi Ijiy 
do Hot alwajs stop to coiisidtr wliat would h lh» probitl 1 i«»oll. 
It u assumed that if the export of luiuuns m nf' j J ‘ J, «h' m itiunH 
which arc not exported will be uvd in India Jlut lids a'''3Ni>ip|j /o 
» one that cannot saftl) be made Ihtrv «rc ui i rc«tnl iwo tnnii} 
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obstacles to the uicicased use of manure by Indian cultivators lu 
the first place the cultnatois are sometimes prejudiced against the 
use of a particular kind of manure or iave not been educated up to 
an appreciation of its \alae In the second place, and this is 
the more important cause, the cultivator is usually not in an econo 
mic position to be able to afford to use artificial manures It 
is difficult to see bow the prevention of export of manures will remove 
these two obstacles Prejudice or ignorance will give way only to 
teaching and experience On the economic side it may be argued 
that an export duty will reduce the price of oil cake for instance, and 
consequently will stimulate its use by the cultivator But it must 
not be forgotten that the reduction iii the piice of the oil cake voiild 
be effected at the expense of the producei ot the oiKecds and that 
therefore this potential imer of the manure v\ouId be impoverished, 
and might not be able to afford to use it even at the icduced price 
I Hither, if the manure is theaptued to such a degree as would 
be likely to stimulate its consumption largely, it is probable that 
production would dinumsh owing to dccteased piofita and even 
tuilly prices would again be raised Ue consider Hint under pre 
sent conditions any action of this iiatuic would miicly waste u 
source of wealth m India without ciisuuiig any compeif>citiiig advaii 
8 m.ll c^ei cn MPort cf tOo® At the same time w e fully realise tho 
Buionrei u gi t b« impc c 1 impuitancc of CDcouraging the use of 
umnurcs m India and wc thiul tliut a sinnll cc^s mifeJit possibly be 
pi iced on the export of niuimrcs on condition that this cess should 
1 ol go into iht general rcvciiuis, but should be devoted to the cucour 
ntciiieiit of the use of unouris Wc need hardly say that the cess 
wc conttinilatc would be at such a Iovt rate that there would be no 
poBSibility of itB discouraging ui any way the export of manures 

lOG Differential export duties arc soractimes advocated either 
l> ff«rcat .1 c*rort JoH«* for purposcs of retaliation or of preference 
s«aer*i7io.i.jnbu In thc ouc casc a special penal export duty 
would U iiniosctl on LXiwrl*. going to particular countries, in tho 
other a special favourable inie would bo imposed for the benefit of 
certain countries The eiuotntiou given above from the report of a 
cominitlce of the lAa„tic of Nation* shows that export duties designed 
till er to injure or to benefit particular countries arc apt to give rise 
to a eoiiMJeruble amount of prejudice llie system is obnoxious to 
otl r countrieK in iinlv perl q I ce lusc iiii exjorl duty attacks tho 
whole of an industry, whereas on import duty only affects a portion 
of Its market ^\ hile tt may be extremely damaging to be placed at g 
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disadvantage in compari<!on ivith other emintnc'; in ft particular 
market it la often no^sihlc to find new markets which will in part at 
least compensate But it is likclr to be more senoosly damaging to 
he placed at a disad\antage as compared with other countries in 
respect of the cost of the raw matcrml A Rsstem of dilTcrential 
export duties also gives rise to serious practical difficulties in ndminis 
trahon It is difficult to ensure that any country discriminated 
against is not able to pet supplies of the commoditv from countries 
against vhich no discrimination is exercised Unless the cost of 
rehandling and retransporting happens for special reasons to be 
very heas V tins would mcvitablv be done and tlic onlv wa\ in which 
it could he checked would be bv a ssstem of export licences which 
would he luphlj mcom cnient to the Indian trader FmalU there is 
the general objection to anv export duts that it may tend to injure 
the producer 

197 Suggestions base been made both in the case of jute and 
Uie In except oTi^i wtt t-tce that it might be advisable to impose 
foTporroiei ofreui lUou differential export duties for purposes of 
retaliation It is contended that if a foreign countrs imposes heat y 
duties against the manufactured article while admitting the raw 
material free it is legitimate for India to put a retaliatorj export 
duty on the raw material so as to protect its own manufacturing 
mdustrj It must however be remembered that the action which 
IS thus taken in foreign countries is consistent with ordinary 
protectionist principles naraelj the admission of raw materials 
free and the protection of home manufactures It may he tempt 
mg in cases where India possesses a practical monopoly of the 
raw material to try to use this advantage to prevent foreign 
countries building up a manufacturing industry m that raw 
material But it must be remembered that the adoption of 
such a pobey is equivalent to the declaration of a tariff war TThile 
m the particular trade in which action was taken it might he the 
case that India was in a strong position and could not suffer there 
^ould he a risk that any country thus attacked would retaliate on 
other imports from India and that a general tariff war would 
ensue We need hardly say that we stronglv deprecate any policj 
'ehich would lead to such a result and that os a general principle 
would condemn the use of export duties for purposes of retain 
bon At the same time we arc not prepared to sav tl at in speeinl 
extreme cases the imposition of such duties shoul 1 1 e al solutPlr 
excluded from India’s fiscal policy, provided they are based 
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definitelv on defensive considerations and hive no taint of economic 
aggression 


198 It folloivs from the general principles which we have 
_ , . , _i j stated above that we are opposed to the 

on ” and * ebns con nse of differentnl export duties for the 
purpose of granting preference The ex 
isting export duty on hides and sluns contains a preferential pro- 
vision The dutj IS at the rite of 15 per cent ad valorem with a 
rebate of 10 per cent on hides and skins tanned within the Empire 
"We have no hesitation in condemning this provision, both on the 
general grounds of principle and on a consideration of the actual 
effect it has produced The object of the differentiation wis to con 
fine the tanning of Indian hides and skins as far as possible to the 
Empire Whateicr may hive been the benefit to British tanners 
wc have rcceiied evidence that this differentiation has m practice 
as a result of the cumbrous procedure involved interfered with the 


important mirepoi trade m the 'Diuted Kingdom and has thus 
hampered the free distribution of the Indian product 'Whatever 
may bo the ultimate decision regarding the retention of a small 
resenue export duty oa skins we recommend tint the prcteccutuil 
prOMSion be abolished at once 
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CHAPTER XIL 

Restrictloiis on the Export of Food Grauu. 


3P3. A ETunb^r of hare adrocstM lL'‘ uspo' twa of 

export dut-es or other m^-tbods of r^tri*** 
Ca=t«5±ias lain ■ * , . » . » 

i-»*araoB ct'orf MiasiS tion OH the export of food grains, m ord'^r 
ee=i*arLe:i< 7 ^tioa. cop'^erve ihc food mpph of lb** country. 

An at**>a:pt is a«Tiallr made to sapport by statistics tie assertion 
that Inoia s production of food is insufiicjent to feed her population. 
Calrda* oas are made of tbe total food production m India , an as er* 
a-e ratlin i« assumed Tvhich is suitable to provide the whole popula- 
tion with what 15 regarded as a fufBcjencv of food, and it is th»‘n 
Aoiai that tbe food production of India is not edequat** to pros id^ th** 
re-'uirf^ ration. Cut the subject is not reallv susceptible of treatment 
in this manner in view of the eonjeetvd nature of nearly all the 
K‘atistjc3l bases. The statistics of outturn are admittedly only e*ti 
mates, and tbe degree of ceeuracy vanes largeJv in aeoordanee with 
lb® £?ener bv m®£ns of which the ertimstes are made Moreover th® 
avaUsble statistics do not cover the whol** of India, nor do they 
intlnd" all food crops As- to th® raU< n assumed, this must be 
lsrg®]T a matter of pe-^'^nal predSection, 


But in any cas» this lin® of argum'-ut leads to no ns®ftil 
^ . ,\e C”nclu«-''ns. It os cot ass-rted that 

xtiere* jr-oli em i« ra- «£ , _ , , , 

poTerrr tm'* p»-opl® stLo have mon®y to buy food 

are -LnEblp tc prorore iL It i* mt really tie insuSeiency of ih® 
totd fo'>d Eupp’v f.0 mu®b as lb® fa®t that eertam elast®5 of ih® 
p'^puleti 2 iMo p '>r to buy all 1i» food tl®y regmr® which is 
m^ed Ir cnti®« Thai li® ria«^ cf ti® p pulsTi'n ladia 
1 ^ p.r." iv a p*^j t ti a •'LeI w- Ad I® d®si®d b-r no on®. Th® 
d®fr®® of jm‘®*^v buw^Tcr «»j— n -** l«® by th® ftatistjcal 

a-l®AEtj'> 2 s *0 wIjOj -r® Lev® -A TLi* eaa i- a‘<-*rta_n*d 

< Ir d®ta!3®d <1 c-'cj miJ cmd-u end it 


■> onh that lie mor* mT®‘tiraii'm tf this *'Etur® 

wbci 15 to 1 -® f'^uad la “ Ti® !>'’•» c.-** AM® ' ' a I>.sta-t *’ by 


e 
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tlie Inte Hr J C Tncl is fii from establishinsr the more sweeping 
sssertions of general wsKt that are made However that may he 
the mere prohibition of export of food grains will not in itself 
bring food to the people who need it The pioblem for those who 
seek to attack the cmIs of poaertj through controlling the expoit 
of food grains is one of prices Nothing can be achieved except 
by lowering the price of food 

201 We haae to sec theiefoic what would be the effect on India 
generally of an artificial reduction m the 
'depr08 prico of food grains If the policy is 
non of tha price of food successful, it IS clear that it would iniokc 
a considerable diminution lU the resources 
of the agricultiuists It was asMimcd by Mr K h Datta m his 
“ Report on the enquiry into the use of prices in India ” that tvo 
thirds of the supplj of food grams is consumed by the agriculturists 
and one third is sold The total a\cngc crop j>f vhect at present 
IS 9 300 000 tons of nhich on this assumption 3 100 000 tons would 
be sold If the price of wheat wcic artificnllv depressed bj Rs 2 
a mound the money loss to be shsied among the cultuators, laud 
lords muldlenicn and monej Iciidcis connected with ngncultuu 
would be something o\or 16 croies of uipccB annually Wliatesor 
might be the nd\anfagcs of such netion it is coitniu that it nonhl 
inflict a blow upon agrioullnre In fact ne nuder'-tand (hat feais 
hate recenth been o'tpressed hj nlioat gioneis m the Punjab that 
they maj le deprned of (leir legitinmle ptofits by the oontmunnee 
of the present proliihitmn on the export of nhnt It is moreo\er 
gcnernll} agreed that improiements in agricultural production are 
urgently required m India ThoM? improvements must, it would 
seem, originate with the more prosperous enltisators who arc posseas 
ed of more capital and more intelligence than the icst Iligh prices 
of agricultural produce proinblj Iciicfit the prosperous cultnators 
more than anj other class It would therefore Rccm probable 
that anj attempt to lover fho price of agricullurnl produce would 
bj reducing the resotirc.s of the more prosperous classes tend to 
delay that improvement m agrictiUurc uhich is so much desired 


202 Rut It IS more prolnMe that the attempt to lower the price 
PreUtu •auniotjen ©f f^od grains nrlificnllj would fail Ain 
.Impression of tl.r pr.rc of food Brains 
Zt " ^ roT Ihom of crop, pool, os 

rollon on, I Is ond ,),o offoot of ,I.„ „„empl oi.ropon 

Hr foo,l .apply nroolj morel, lie to .l.m,.,„l, 11,. proiluction of food 
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The situation Koulfi h*’ arr~i'*i*M ^7 fh** ve’y no-’^nr'*^ 
to alienate it 

2CC1 Ucdc”’ p-rso"' enn«’ * nn*! fn** T hT* n a r<'”nial jeir a 

I=-cr‘»=re Cf th- er^rr* « * ofh rtf r**' an/' wY-M J-? 

, fc'i e ra-pi3.» 1 jiliiii 'ir (•'Tirtr' Frt- tn s purr-^ -/* it la 

nnmatenal to a-'n’o tha* i' tin* t’lnl* popnla'in Tn/li « 
r-operlv fed ironH h** n» >.nrpl t^- 7t* r'maina 

tliat at cxi-^tmg pn-es ?’'•* e'* i u d n •*’' * h*” Tj In jw 
and there remains •» u*pli ahiIiH/* fn- f-'-o'-* UVr* frirt 
export market not open the su’Tilns trotill not le p-iv'ie 1 N'o"* 

the existence of this exportahl' sirphi<! <• „ ^ rr''<t in'vo-lmt 

factor m the problem of for 1 «uppli for ^ ro j itr^ hf"’ rndia 
which suffers from periodical local ftihir of tl o crons If 
India IS to grow enough food to feed Inrself {,^,i . ' llier* 

must he a considerable surplus in {rood \ ,tv i»„, „ 
he grown unless a profitable outlet for it is p* \ j] i t, 
therefore that a policy of free cxprrt in no nal % ♦!.« 

advantageous for the food suppU <t Ind. , ' ^ 

204 The path of progress and even of «aff.t, 1 ,.^ , 

the 

trne reae^x lu in^Ha In tli« ^ grains 

tion of avheat has three times fallen Mo\r P^ndim 

as the normal consumption of India and )« ^ re/ardi'cl 

It A situatiou 111 e this c iimot K rctn^dj ] j,. ^ rrjinlled 

tend to restrict the free production ff yncisurcs which 

attention should be concentrated on tie contrary 

of cultiaation , and we consider it inr^i. ,fnp extension 

ment should gne eacrj encouragement^ \y that Goa cm 

of irrigation, to bring about this rtsilt iv schemes 

India’s food suppl' depends on the atKcc^sful ^^Priacment of 

Rchemcs as the Sukkur Barrage, or on better of such 

and not on shortsighted attempts to eontr i 4 l '* agriculture, 
^ of the food pr&]„r^T free disposal 

..Su «i 'I'’* "O™”! Imi , , lold therefore 

normal timet c\p«rt of foofl j»ra ^ ^^'’tfietion on the 

duties or by oiij other racnis is oontrarj jr n' ’^’"'ttor by eipoi^ 
countrs interests of 

20"> The two miporfant food crojrt 

and x'beat V'n . ^'‘Om India arc *1. 

• '"'•»» r f«-o.„n,r„,7rd -» ,';r 
rereimt Muall re\cnj» hnco of the *!• 

flK rccom®'^'"' 
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it must be understood, is made solely in the inteiests of rexenue, 
and has no connection at all with my proposals fd retaining rice 
in the eountrj It has howfflrer been suggested that, just as rice 
inaj bear a small rexenue duty, so a small rexemie duty might be 
imposed on wheat The txvo cases hoxvexer are by no means ^ 
parallel We have argued that nee Iqf export may be regarded 
as a semi monopoly of India No such claim could possibly he 
made in the case of xvheat The exports of Indian wheat to tlic 
United Kingdom, xvhich is the mam marlcet, though m the jeai-s 
immediately before the xvar amounting to about 15 per cent of 
tlic total imports of the United Kingdom, haxe dxvindlcd m more 
recent xears to onlj 4 per cent Under these conditions an export 
dulj on wheat xvould undouhtcdlj fall on the producer We can 
not therefore recommend that anv export duty on xxheat should 
be imposed for rexenue purposes 

20G WU'etUer ani action, and if so xrliat, should he taken when 
AbT.«maAtot. 4 iUon* abnormal conditions prevail m regard to 

(0 fwiuro of rams food supplics or priccs 13 ft nioro difficult 

problem There arc two distinct cases to be considered The first 
IS when there is a shortage of crops in India owing to n failure of 
the rams As soon as the shortage becomes apparent prices usually 
rise rapidly to a point at which it no longer pnjs to export, that is 
to gay, prices rise above the world level and export is ftiitomatically 
stopped inien this point js reached the prohibition of export 
becomes superfluous Such prohibition will oiilj he of practical use 
if the Goxernment can foresee the shorlngc in time to stop the export 
of a substantial amount of gram before the rise in prices has come 
into cfTcctixe operation, that is lo saj, if the Government ran judge 
the situation more nccumtcl> and carlnr than the trade This 
howexer H not the ordinarj txpenenee In fact ns a rule Govern- 
ment nlies hr^'rlj on the ndxicc of the trade ns to the probable 
conrfw* of exciitb 


207. The ncond case to |«> considered is when, though supplies 
(••) Wch •"rid ore ample, there u. a marked abort 

age of Kiipplies m other markets, resulting 
In vtr^ high world priccs These conditions arose during the vrar 
in the case of whevt and liter m tlit case of net nly>, the world 
priccs ol both these grams having nsin to hrighta to vxhicli the 
Government thought it ims ,fo to nllon Indian prices to follow The 
•iluatin,, was met I j varim, restrictions on export and on inter- 
proxmcml inoxcmcnlB ol food grams, but these restrictions gaxo rwo 
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to mnumcrable (lifTicultiea and Ihc task of regulating int'^mal prices 
IS not one to be liglitlj undertaken by Government 

208 'We recognise that serious disadsantagcs attach to nn> 
tor Ooron. “* of thcso abnormal con 

menl act on in fpite of dii dltlODS SomC COmpctCnt authOTltlCS hold 
that in these circumstances a policy of non 
interference is the safest Before the war Government used not to 
interfere , and it has been represented that the present demand for 
interference by Government is due to ideas srhich grew up during 
the war, and which arose out of purely abnormal conditions We 
recognise that the circumstances in recent years have been entirely 
abnormal and -we may reasonably hope that normal conditions will 
gradually be established But though we may hope that the necessity 
for taking anj special action will arise but seldom, we think that 
there may he occasions when action is called for Nor is it possible 
altogether to ignore the traditional demand of Indian public opinion 
that one of the primary duties of the Government is to safeguard food 
supplies in times of scarcity 


209 Wo have to consider therefore the possible methods by v\hich 
^ Government might meet such abnormal 
iiofl® expor conditions At first sight it would seem 
that the most effectue action would be to prohibit absolutely 
the export of food grains In the event of an actual shortage of 
food grams in India we liivc already pointed out that the action 
of prices will automatically put a stop to all exports and the 
U’Cssurc of prohibition though it might be reassuring to the popular 
luind would in reality unless it came at a very early stage be 
superfluous At a time for instance when India is impoiting 
Australian v\lieat as she has been doing recently the prohibiti ii 
of export of Indian wheat is really a superfluous precaution 
^^hen however there ire ample supplies m India and the object 
>3 to prevent them being drained away by a strong demand from 
foreign countries prohibition undoubtedly would be an effectue 
'Weapon But v\hctlicr it would have the desired tfleet of 1 eepmg 
down prices iii India is a more doubtful question It has been found 
hj actual experience that Government restrictions are apt to encour 
speculation rrolubitioi does* not always force stocks on to the 
market as it may m luc speculators to hold up large quantities of 
Rrain with a view cxntnlb i exj ort at a profit It is therefore 
*'ot at all certain that tlu aiitiiiatcd tlTcct on Indian prices would 
he realised 
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210 Prohibition therefore by itself does not nppear to us to be 

111 elj to be satisfactory or effective It 
Gorcrnnieiit control p^ob^xhly ha\e to bc accompamccl by 

nioasures to pro\ent the hoardin*; of gram But such measures 
Mould present picat difficulties and might lead to pia\e corruption 
and discontent During the avar 6o\crnment took pOMcr to ascer 
Inm the amount of hoaidcd stocks and to commandeer them Tvhen 
nnreasonabh nithhcld fiom the market but these pouers were 
1 ireh exercised and Mere of doubtful efficacy, and wc cannot recoin 
mend such intcifoiencc uith jnteiiial tiade ns a normal feature of 
the administration It should bo icgaided lather as a dangerous 
Moapon the use of Mhieh could oiilj he justified in ^e^J exceptional 
circumstances such as those mising out of the uar 

211 rurtlioianorc avheii llicio is a large gntplus it is impossible 
to mnintnm absolute prohibition without seiions injur> to the 
comitrj The Burmi nee trade affords an apt illiistiation of this 
situation In 1920 owing to a widespicad failuic of crops in Siam 
uiul Indo China the world price of ncc had risen so high that the 
(io\crnmcnt were forced to take spccml steps to present n similar 
rise in internal prices m India At the same time Burma had ns 
iLsunl n Iaip.e surplus aiailablc for oxpoit and it was neccssarj to 
]nuMdc an outlet for it m the inIcieMs both of the Btirmnu cultivator 
aid of llic ncc cnnsuiiKts iii Ccvloii ami otlici countries dependent 
on hiijiplies fiom Burma In these cucumstnnccs the Qovarnmeiit 
decided to take practical control of the wliolc export trade in ncc 
and tins succeeded m kl.cI>lil,^ down internal prices while at tho 
same time securing vtn large i rofils exceeding 0 crorcs of 
rnptcs from the export trade Tins appropriation of the profits of 
a^iitulturc and trade was an cxciplioiml expedient adopted during 
tin. aftorninth of v^nr, and wi can hardlv contemplate the repetition 
of it m normal times \ct some such mterfcrcncc with trade is a 
iHccssan concomitant of partial prohibition If a limited amount 
of gram is to be exj orted, some machiiicrj must be devised, such as a 
f-jslcm of licences, for distributing this amount among exporters, 
and home form of Government control must be exereesed "Wc hold 
that the ibj eti ns to siitb crntrol nil«ci„h anj possible advnn 
tai,i-., and for this and the other riasoiis given above we reject the 
allenntne of pnhibition of export 

212 T1 I nlv « ijHii tberrrori winch reiiinins for Government 
Tr>T-iv^rrfr~>H t t • to 11 c in III ni rnial tunes is an export diltj 
1^1 ,,„1 „t,ir icrj careful cuus.dernlion wo 
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have come to the conclusion that a temporary export duty would 
be the least objectionable method of dealing with the situation 
TTe recognise that «a)me of the objections which have been urged 
agamst prohibition will apph to thts course aUo, but we think they 
apply in a lesser degree Speculatne hoarding may be encouraged 
by an export duts, but the speculators will not be able to count on 
such large profits on its remo\al as tbev can in the case of prohibi- 
tion, because the duts could be reduced gradually, thas promoting 
a gradual resumption of exports and asoiiling violent fluctuations 
m prices The mam adNantage howescr is that an export dutj, if 
rightlv pitched, will automaticillv check exports, and the necessity 
for any suppl^meutarj measure^ of arhitrarj control will be 
obviated ^\heu therefore the prices of foodstuffs in India show a 
tendency to rise to dangerous heights, cither m consequence of crop 
failure in India or ahtiormal prices abroad we recommend that a 
temporary export dutj should be imposed sufficiently high to check 
ur prevent exports and thus to keep Indian prices at a reasonable 
le^el 

213 ■\\e recogm^o tint anv such notion is open to tin cntiei n 
cfproflt to th« tint the agricultunsl alone IS thus pretented 
•ncoitunst molt Le fa«J from taking the fullest ndtmtngc of condi 
tions fnvournblo to high profits nv his basmess But the needs of 
the people are paramount We arc also very doubtful whether m 
such conditions the hulk of the profit is not secured by the middle 
wan The gam to the people is therefore likely tp bo much greater 
than the loss of profit to the agriculturist 
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CHAPTER Xin. 

Imperial Preference. 

(0 UlSTOKY AND MeANINQ 

2l4 The question of Inapcrml Preferenco m the British Empire 
first look practical slnpe m 1897, u'lion 
0 rs » op Canada, partlj in pursuance of a more 

lihtrnl tariff polica, reduced lior duties on British goods Ouinff 
to the existence of certain commcrcml treaties the benefits intended 
for Croat Britain had to bo conferred tcinpornnlj on some otJicr 
countries, but the hampering treaties arero denounced m 189S, and 
from that time the preference, aahich was fixed at onefouith of 
the diitt, uas confined to the United Kingdom and such Butish 
eolonies ns gave Canada faaournble treatment In 1000 the pro* 
fireneo uas raised to oiietlurd 

21' Tlte subject of Tmperial Preference came before the Colonial 
tnjcr*! Irf^ftipo 1 e- ’ UfiMnee of 1002 aud Oil this opcasioil 
foi iM ft 1 0 icy n,is |«M tin. first tune author- 

itntncl' recognised ns one of generil applientinn The rcsulutnn 
ins ed hr the Conference was ns follows — 

" 3 Tlint this Conference recognises that the principle of 
preferential trade between the United Kingdom and llis 
Mnjestj 's Pommions bejond the seas would stimulate 
and facilitate mutunl commercial intercourse, and would, 
bj promoting the dcaelopmcnt of the rcsourtes and 
incliistrios of the scacrnl parts, strengthen the Empire 

2 That this Confcrcnic recognises that, in the present cir- 

cumstniwes ibp Colomrs, jt jh not practicable to mlopt 
n general sjstcm of fiec trade ns between the mother 
coiintrj nnd the British Dominions bejond the seas 

3 That with n \iew, Imwextr, to pronuitiiig the increase of 

trade Within the I-mpirc, it is desirable that those 
Colonies which ha\c not nlreadj adopted sueh n policv 
►lioiilcl, ns far n.s ihcir etrcumstanccs permit, gi'C 
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substantial preferential treatment to the prodnets and 
imnufactnrcs of the United Kingdom 

4 That the Prime Miiustera of the Colonies respectfully urge 

on His Jlajestj *8 Qo\emmcnt the expediency of grant- 
ing in the United Kingdom preferential treatment to 
the products and manufactures of the Colonies, cither 
hj exemption from or reduction of duties now or licrc 
after imposed 

5 That the Prime Ministers present at the Conference under- 

take to submit to their rcspectne Qoaernments at the 
earliest opportunity the principle of the resolution, and 
to request them to take such measures as ma> be 
necessary to guc effect to it ” 

Th« prnpipUa of Impe 216 The points of chief importance which 
riaPr«fe«nee omeige from this resolution ore — • 

(1) tint the stimulation of commcrcnl interconrse between 

the diTerent parts of the Empire ms m the interests 
of the Empire , 

(2) that the polics of preference would deaelop the resources 

of the seieral parts of the Empire and thus strengthen 
the whole , 

(3) tint there was no question of the Dominions abating their 

protectionist polic\, and no idea of establishing free 
trade within the Empire 

(4) that the preference gi\en should be whollj aoluntnrj, and 

should not go bejond uliat the circumstances of each 
unit might reasonablj jwrmit 

(5) that the United Kingdom should, if possible grant certain 

preferences in return 

217 In pursuance of this resolution preferential duties were 
. mtndncc* b\ Ne\\ Zealand and South 

seieueon j\lrjca in itJlO and ba Australia m 1TO7, 

but tin United Kingdom <leci‘;i\el> rejeeir I the police of taxation 
of food through wlncli alone onj cffecti\e respon«ic could have 
been made to the pr<fircnccs prnntt 11% the Dominion's At the 
Colonial Conforenco of lO0“ ihe question was once more raised 
primiinentK The rcprisint itixe*. <f the Domniiniis hbowul the 
>mporfance tliex nttacl c 1 to the dexel pmrnl of llie Kxstem and t » 
Mme response on the part of tl e Umtel King lorn but the Uritisb 
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Go\ eminent expHmed Tvitliont disguise Jlnt in their opinion the 
circumstances of the United Kingdom made this impo'ssible Thi- 
resolutions of 3902 ivere reafTirmediritli a icserintion hj the Briti'^h 
Government that tliea could not assent that it ■^as necessar' or 
expedient to altci the fiscal s\stem of the United Kihgdom 

218 In the meautimc the Oovciument of India had been consult 

■n.. po«l..n Ot M.. 1. f «> 9“'^“ Of Impend Pre 

relation to Imperial Prefer- foicnre fioiu the standpoint of the interests 
of India After leiicwing the position of 
India, the nature of her tiade and tariff, niul hci commercial rela 
tiona With the Umpire and othci countries, their general conclusion 
was that from an economic standpoint India had soincthuig, hut not 
perhaps aery much, to offer to the Umpire, that she had serj little 
to gam in return and that she had a great deal to lose or to risk 

219 Up to the time of the wai therefore the position was that 

_ , , the self goacriiiDg Dominions all ga^e pre 

n fctior» jy* i.'n. f, romps ,4 Mich riles as tlie^ considered 

adMsable to certain products of the United Kingdom and m some 
cases to the products of other paits of the Enijnrc , that India 
and the majoritj of the Croun Colonics bad not adopted the 
principle , and that the British Ooaernment had dermitely stated 
that It did not see its way to grant preference m the United 
Kingdom The prcfcronceH grantid l>\ the Dominions were intended 
priinoTily for the benefit of the United Kingdom, but Mw Zealand 
extended her concessions to the whole Umpire, and Canada has 
aoluntarilj granted her preferUKCs to New Zealand India and 
most of the Crown Colonics Canada Jins also entered into special 
agreements with the West Indies Australia and South Africa 
adopted the principle of confining their preferences priraanlj to * 
the United Kingdom and onlj extending them to other parts of 
the Umpire os the result of negotiations South Africa has 
negotiated agreements with Canada, New Zealand and Australia 
Australia has made an ngretment only with South Africa, hut it 
IS stated that negotiations for nii agreement with New Zealand arc at 
present m progress In Canada, Australia and New Zealand the 
prcfercDtinl duties art usually nbmit two thirds of the full 
duly, though the fraction varies considcrabU both above ami 
below this figure Tlic South African preference is a small one 
and IS tisimlh onh a rebttc of 3 per cent ad tolorcm In a 
nuraber of eases uhen the general duty is only 3 per cent Britiflh 
goods are admitted free, and in the other Doimuions in the same 
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way British goods arc somctimca admitted free, ^rJicn the general 
dutv IS at a low rate It must he rememhered that in no ease do 
the Dominions alloAi these preferences to interfere ^\lth tlie degree 
of protection which thej consider nccessnrj for their o^^ n industries. 


220 The war ga'vc a great impetus to the policy of consolidating 
the Empire, and in the light of the ideas 
ee « 0 ewar engendered hj the vnr the question of 
Impenal Preference began to be re examined The Economic 
Conference at Pans in 1916 passed a resolution recommending 
the Allies to take the necessary steps without delay to render 
themselves independent of the enemj countries ns regards tho 
raw materials and manufactured articles essential to the de\elop 
ment of their economic activities Tins resolution raised tho whole 
question of the organization of the Empire as an independent 
economic unit, and it was proposed to convene a conference of 
the Dominions and India to consider the commercial pobey to bo 
adopted after the war Ideas at this time were perhaps coloured 
undalv by war conditions, and more stress seems to haNe been laid 
on the desirabihtj of making the Empire self contained in the 
matter of food supplies, raw materials and manufactures, and 
evolving a unified policy, than on the mere development of tho 
interchange of products between the ^a^lous parts 


221 The projected conference was never held m the form which 
Fnttbef pMtetesc.s Tie apparently contemplated But the 

^ted Kin^on adopt* the Imperial War Conference, 1917, passed tho 
following resolution « — 


“The time lias aiiivcd when all possible encouragement 
, shoul I be given to ihc development of Imperial icsources, 
and especnllj to ninl mg the 1 mpiie independent of other 
countries in respect of food supplies, raw materials, and 
essential imlustrics With these objects in view this 
Conference espresso itself in f nour of — 


(1) The principle that each part of the Empire, having doc 
regard to the mtcrcsts of our Allies, shall give 
specnllv favourable treatment and facilities to the 
produce and manufactures of other parts of the Em 
pire 

(2) Arrangements hv which lutendinb emigrants from the 
Umtwl Kuigdom may be induced to tctlle in countries 
under the Bntish flag 
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222 The mo\emcnt towards a iitreiigthemDS of the Imhs of 
Empire found t.xprti>iioii in lodcpcndcut nctiou nkcu b\ inaiij of 
the nicmben) The mo-it import uit c\tnt nas the adoption b) 
the United Ljngdom in lOlD of the pohej of preftrcnce, thir> 
rcvcnsing the attitude taken in 1907 It had alwajs been 
recognised that preferences gnen bj the United Ivnigdom, imle&s 
accoinp lined bj considerable dei nrtures in fiscal polie\, Mould 
not 1 m\c anj great prictieal effect But in 1919 tbc United 
Kingdom Mithout altering its gentral tariff policj gnintLd to the 
MboK I mpirc preferential rutes mIiicIi irtre usually llicsi\ths or 
Imo tliirds of the full rite, on iicarh nil irtielcs on mIulIi import 
duties Mirt levied At (be sime time miin of the Crown Colonies 
tod up the question of Imperial I’rcfcrcucc, some of them have 
alrcjidj introduced preferential rites wbilc it i!» believed that 
others have them under consideration Australia and New Zealand 
have also within the last two jears ic'iscd and increased their 
preferences 

223 It was not possible for India to ignore a general luotcment 

. . .of this nature, and from 3917 onwards 

,1 c„„).riil I'i.rmiito Im in 

tne form or another be«.n lefort the t»ovtrniucnt of India ^\c 
have alreadv esplaimd bow the iisoluinm mivcd l)v Sir Oeor^o 
l»nriuH in btbrunrv 1920 in the Impcrio! Icgislitivc Conned 
for the app mtment <f a tonimitiei to report vvlutlitr <r not 
It IS ndvixablc to appl^ to the Indian Customs Tariff n system of 
j reference in favtur of go« ds of 1 nipirt origin led dircctlj 
to the enqiurv which wc have been conducting 

(ii) rcoNOMic rmsnnis 

J2I As a priliininarj to considering the adoption of a jiolicj ot 
effwt of I refer- Imponnl I’rcfcrcncc by India it is important 
euUjidniie^ lo obtain a clear idea of the economic effects 

of prcfeniitinl duties Preference means that goods from one or 
more favoured countries paj diitv at a rite lower than (be general 
n(v It/icfher the pnrcrciitinf rate is a nil nductun in dutj 
ir whclber the gtntrd rat Ins b»tu arrived at bv m il ing an 
aildition to what is considered tht minimum dut>, which thus 
If coiTU-s (be 1 ref* rinlnl rate is me nsidering th economic effect, 
inimatornl lor our present pnr|»osc tin preference mnj be 
treated as a rediieiKn r f dutv in comparison vrith the rate imposed 
tn forci{,n countries m general Thi effect of such a reduction is 



nirBCUL FSCrSlIBNOB 


12B 


dearly expressed in the following pissngc from the Report on 
Pitciprocit) and Commerenl 'i rt U 1 ct> prepared bj the United States 
Tariff Commission m 1918 — 

“ As regards economic effect, reductions of dutj under tho con- 
cessional method ha\c different consequences under vary- 
ing conditions of supply as regards the article affected 
"Where a reduction of duty affects only a fraction of the 
imports of a particular aiticlc, and the major portion 
of the imports of that article is stiU left subject to the 
muni, or non concessional duty, the result is not only a 
loss of le^cuuc to the Ticasury, because of the lower 
rates of duty, but absence of any gain to consumers The 
reduction of duty redounds only to the ad\ outage of the 
foreign producei Tins situation w ns exemplified by our 
experience with Hawaii, as detailed m this report, under 
the reciprocity treaty of 1875 That experience was not 
indeed part of a general concessional policy , but it, never- 
theless, supplies an example of the working of a bmited 
concessiOQ If, on the othci hand, \Jituully tho cntiic 
imported supply of a giicii article is admitted at the 
lowered concessional rotes, the effect is that of a general 
icduction of duty Such a result ensued, at least m the 
more recent years of the operation of the reciprocity 
treaty with Cuba, as a consequence of oui concession of 
a reduced duty upon Cuban sugar As shown m the dis- 
cussion of Cuban ichlions, this concession resulted m u 
gam to the Cuban sugar producer during the first years 
after the leciproeity arrangement went into effect, but 
Ind come to icdouiid, during the years immediately pre 
ceding the European war, mainly to the ndi.mtngc of 
the domestic consumer ” 

^25 We take it lUnt this pissigc expicsses iceui ilcly the econo 
dopenJ. on tho TO “ preferential duty bo long ns 

•wwM ^ substantial quantity of the commodity con- 

r^Mcfnjpiiy liiuics to 1)0 imjKirtcd fioiii couiitrics to 

''tii.h tin, pitfcrcnti il lafe is not extended, the price of tho com 
modity will lie ugulit<d l>\ tin higher ^lul^ ilio loiisumer will 
thus pa^ till hi^bti puet MU tin wlml suj pi' uinl (In dilTemiro 
between tlu two rales of tint' "ill le nimvaluit 1» n buuiit' to the 
manufocturor m the coiintr' rivtii'iiig tin puf'iiiico ^^h^u on 
the other hand llie •ountry Ksii'inj. !h» pivrusiiu nopj livi prnc 
tically the "hole marhel, llmi the pric* to ilu* is‘ii>umrr will l>n 
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rc^ilated by the lower rate The bounty to the foreign manuf^c 
turer will cense, and the consumer will get the benefit of the lower 
rate The question theieforc whether the comuincr is or is. not 
tiengliscU for the benefit of the foreign manufacturer depends on the 
rclntive mipoitance of the sources of supply If the portion of the 
market supplied bj the la\ourcd counti> is large, the burden on the 
consumer will be smnll, or possibly thcie will be no burden at ah 
So long, howenci as the supply from the favoured country is bman 
relative to the total supplv the eousumci will suffer 

220 It may be thought that, unless the consumer suffers, the 
„ > 1 ,. foieign muiiufuctuioi Ainnot benefit, that 

rDK'’ra nLr I"* to siv uiilcss the foiti^^u iiiaimfncturei is 

bercfii KiiiiQQt the doac't e (iinex for hnnstlf some of the diffri' 

contumf r •luffenngr . , , . . » i l.n 

dice bctvxccn the two latcs of duly, “C 
will not be rttciving anj btnefit riii<» liowevci is not a 
lair statement of t)ic case. To take an illustration wt hn' assuise 
that the favoured tounti^ js bcfoie the giant of pitfcitncc, supply 
iiig three quarters of tlit mirkct jVftci the preference is given, the 
price to the consumer for a time niav be upulitid bj the liigliei rate 
of dutj, and the maiiufactuicis of the fiuouicd country will rcctivc, 
ns has been ahcidv csplaiiit<l n bonus of the difftrencc between the 
two rites ibc effect of tins bonus is to siiimilntc the t^^dc of the 
innnufactiirers < f tfic couiiii> rit« ivmg llit ]>icfcuiicc and in a hliort 
time the^ tnni hccuic foi tlicniMlvcs tin whdi. junrktf driving out 
altogctfici (ho nnji profened mniufactuMt The jnee to tin. con 
humcr Will then be regnluted b> ilic lower or profcrLUtml rate of 
dut> and tlie favoured nmimrnctiircis will find that the price falls 
to tlw tine Competitive Icsel lint tUe> ha^e not Ihcrebv lo-st the 
wliflc b*nofit of the infeniue Then gam is ropre'icntcd b^ the 
ndhlionnl qunrli r of the mirktt u)nth lid hair sreund foi them 
fwUos at the expfii'se of tlmr non pref<ired runls TJnis llip^ bene 
fit e^cn when ilie p nsiiimr has ( ived to <:u(Tcr 

227 It VTjll he apparent from (he considerotions «;tated above 
Ar.»lrty b»t»«n #rp» arguments m favour of prefer 

» rrff^rr— « M. t /or iiifinl duttes are ven (.mulnr to those in 

ftiviui of proUitiM duties In iKilh cases 
llir con uiiiei is nnifid to Miffir n Ipmiih mv loss In both cues he 
i t-iven th I r lint wh n the |»oli<\ Kuccecds the lo'vs will Icr 
rtifi/ite lu th tm oiSt howt^tr (lie jidvaiitage for winch ho M 
uivitisl to wiffer Ins tMuporan lo will accrue t( the nidiistrns of 
his oirn country wl ertas m thp pak of pppft rencc it Will accrue to 
ll ludastricn of the coaiitn to whnh pn/crenec is given 
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2^3 The analog mav be traced farther It is an cwntial part 
of (he ccliemc of profection ■which we Iwe advoiafcti that protection 
ihoald be qivon onK to snch indnstncs as mav be regarded as posse*:^- 
Jig a comparative .advantage, and winch are therefore likely avith 
tie aid of the protection given to be able caentualh to supply the 
needs of the country as cheaplv as foreign industries The ‘'ame 
pimciple should be applied in the grant of preference If a prefer 
ence is given to an inofiicient industry or to an indiistrv .winch 'with 
thp preference is not li! oK to be able to siippU c\ ontnalK the w hole 
iDirket the preference will constitute a permanent burden on the 
CBSiuner, and ‘Will therefore from an eeonoimc point of Mtw be im 
ju tifiable 

2‘’9 The ceonomic ofTcet of a preferential duty has two aspects 

,p..^ , Hitherto a\c»ha\e been coiiMdcnng the duty 

nioreh a-, it alTecls the consumer Hut the 
duty niaj also a/Tcet the Goaomment revenue If tlic preferential 
rate IS a tiiic reduction from the general rate it is clear that the 
Cuuntrj granting the preferential into is saenfiting memie As wo 
have indicated aboao however preferential lates are fiequenth not 
real reductions rreforeiicc often takes (he form of raising the duties 
against the non favoured countries instead of lowering them for the 
benefit of the favoured countries In vuch oases it inaj be argued 
that the State sacrifices no r«.vciiuc Indeed it may receive in Mew 
of tlie higher rates imposed on (he non favoured countries a slightly 
higher revenue But for the true economic effect wc have to look 
below the surface The best lax fiom the economic point of view is 
that which brings to the public exchequer all the money extracted 
from the pocket of the (ax paver An import dutv operates to raise 
(he price of the whole of the coinmoditv sold in the countiv whether 
imported or produced locallv Coii'jcqucntlj the best economic im 
port dntj IS one imposed on a commodity none of which is produced 
within the countrj In this ca<c the whole extra price paid by the 
consumer is levied in the form of import diitv and reaebps the public 
exchequer The s unllei the amount imported as compared with the 
amount produced Inoallj, the smaller is the revenue in proportion to 
the tax on (he consumer It is to meet these conditions that (liose 
countries which ngulnte thoir tariffs purelv for purposes of revenue 
impose excise duties on tl e home production of good*; on which import 
dntics arc imposed Txaeth the aame considerations arise in the 
ease of preferential dull s V^e mav for purposes of this arf:iwient 
roneentrate onr attention soleU on the goods imported and mav 
Ignore the home produetion if anv It is clear that if a single rate 
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of duty js imposed, the St^te wiU secure as revenue the whole 
amount pud bj the consumer But if tuo ntes are imposed and 
the consumer ps\s n, price based on the lughci of these tuo rates, 
the State docs not secure as reaenuc the full amount taken from 
the pocket of the consumer The tax therefore to this extent is 
not sound cconomicnllj and this unsound economic effect may 
he ropresented b\ saiing tint the Goiernment loses reienuc— -not 
possihli aStual rcicnuc but lelatue to the amount which it should 
Tccm e in % irtuc of the Inn den which it is placing on the consumer 

2^0 A preferential dutj, when it takes the form of raising the 
non, m.v .up ■ •'Enn't "Oil preferred countries may 

port it it In Kpmetimos rccciie the support of the home 

creaaea proteetien ijulustrj bccausc it increases the protection 

which that industrv enjojs But this is by no means a sound argu 
ment for granting such prcfeicncc It must be assumed under onr 
scheme that the industry is already cnjojmg the protection which it 
needs If, tlicn this pi-olcction is increased bj means of a prefer 
cntial dutj, the losult mercli is that the consumer is being penalised 
to an umcasonalile and unnceessarj extent and that the industry 
ri(Pi\ing a hrp,er inemire of pnleetion than it requires 


2T1 rhen is one indirect effect of preftrentml treatment which 
- IS |> rJiaps north mention Ihe effect of 

rowillc ftlTMtn-.* to tlo f ‘ . . . » . . , _ 

00 itf 7 «i <■» jrraTit^ n pr*' 1" •>' to plimulntc imports from 

f^reu-o in tie nark toftio j|,,» conntri wliieli rertnes fa\onrahle treat 

oonolrTwHrl riwoircaU . . . 

nicnt If the pierorenopH are important, ihm 
rill tend to build up direct shippm? conneetions between the two 
eoimtrus and ns a conseqiirnce wiU pi'o the exporters of the country 
t,rnntiiig the jin fort nee some ndinntngc in the market of the country 
reccning the prefcri.nee In other wonls if imports are attracted 
from a particular eountrv, there will be n tendonej for exports to bo 
nttrneted to that counlr} Thus to *ome extent it may he the case 
that tlie f,rnnt of a prefireiice mnj bring some indirect romponsating 
ndvantaire to the loiintr^ which grants it, proiulud its exports aro 
competing with the report# of other coniitnes in the market of the 
country to nhieh the preferene* is granted 


(ill) Tnr rrovouic itsirrwosp ot pnrrrRCNrr m Iniua 

212 ^\ e linie exjdnnud in general what we eoneeive to be the 
aM '»^«itva I of normal reonomie effiels of preferential 
tt duties, both on the producer in the ctmntr' 
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jecemns the preference^ and on the consumer in the conntrv gjvini; 
it "We now hare to consider the prohahle result'! of a polie> of 
preference in India in new of the special features of her economic 
position This aspect of the question was examinctl uilh gn.ai 
care hr the Government of Lord Canon, and their conclu^iions werv 
stated in their despatch to the Secretanr of State dated the 22nd 
October 1903 In its general features the analvsis of th"* situation 
then made holds good The Government of India in 1^0 » 
fonnd that about three fourths of the total imports into 
India came from the British Empire Indian exports on the other 
hand went prepondcratingly to foreign conntries The situation 
still 13 in broad outline the same though such change ns has tahen 
place has been to the disadvantage of the British Empire The 
figures given in Appendix D show that the imports from the 
British Empire which were estimated at ahont 75 per cent m 1903 
averaged in the fire vears immediately preceding the wir onli 
69 8 per cent , and m 1921 22 stood at 66 6 per cent The percent 
*•^0 of India’s exports going to the British Empire has followed a 
Similar course of gradual diminution In 1903 'ipproximatelj 47 per 
cent of Indian exports went to the British Empire including exports 
to Hongkong and the Straits Settlements which were, however, 
destmed very largely for China and Japan The corresponding 
figures for the fl\e jesrs preceding the war show n percentage of 
419 and m 1920 21 of 43 which m 1921 22 fell abruptly to 37 3 
Turmng to exports from India to the United Kingdom these 
Represented in 1903 about 2a per cent of the totsl exports in the 
five years preceding the war the average percentage was the same, 
in 1920-21 it stood at 21 9 per cent and in 1921 22 it had fallen to 
19 7 Conditions have not complctclv readjusted themselves after 
the War, but the figures seem to mdicnte for exports as for imports 
some degree of relatne decline of the importance of the British 
Bmpire in the tndc of India Tlic present position is tint Tnilia 
Receucs about two thirds of her total imports from tlie British 
Bmpire and sends to the British Empire after dednefing exports to 
Hongkong and the Straits Settlements which are destined for China 
'>ud Japan something over one third of her exports 

233 We have shoum m Chapter III that between 70 and 80 per 
I .. rent of tl e imports into Iinlm come nnder 

to bSffit’ ** articles wholly or inainlv manu 

froQ pr^rtrenee. fictuitd On the other ban 1 the exports 

I lunifnetures from Inin amount to onlv some 30 per cent of the 
Icial exports, the remainder coiiMsting to the extent of 40 to 60 
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per cent of rw materials, and tlie balance of articles classified 
Under the head of “ food, dnnk and tobacco ** Broadly apeaking 
therefore India maj be said to import manufactures and to export 
raw materials and foodstuffs This fact is of great significance m 
considering the probable results of a system of preference The 
economic ad\antage derived from a preference tends to be more 
important in the case of manufactured goods than in the case of raw 
materials SInnufactures nearly always meet with keen competition 
in foreign markets, and therefore a preference on manufactures is 
nearly alw a> s of ^ aluc The position in regard to raw materials is 
clifferent In the first place they are usually admitted free into 
foreign markets, so that the possibility of a preference docs not 
arise , in the second place it is an obvious fact that to a large extent 
tlioy find their markets rcadv made, whereas the market for manu 
fncturcs has 1o he developed and carefully nursed "With a com 
paraliiely Bmiill degree of competition to meet, it is clear that raw 
matennU stand acrj inuch less in need of preference than do manu 
fncturcs, and that the gain to them by preference is likely to he 
correspondingly smaller With regard to foodstuffs the general 
teiideiicj in most countries is to admit them free, and the possibilities 
of preference arc limited 

231 Tbc«c general considerations arc corroborated by an examm 

t.lto I'”'®''''' 

irfferetr# In th« UnlM I'lxniilu^c tho <ould iiernt from a a>stcm 
^ qJ- rcncc Lord Curzon’a Government 

in 1*101 considered the possible commodities to wlncli prcfereiici 
might Ik? extended hj tlic United Kingdom, and found tliat few, if 
nii>, re likil^ to rcceiic any appreciable benefit Wo are now able 
to deal nith tlie matter on a more practical basis, for, as we ha\c 
explained nboic, the United Kingdom granted to the whole Umpire 
in :*>19 sneh itrercrcnces m acre found to be consistent with her 
tariff poliei Tlie onI> preferences of interest to India are those 
on tea, tobacco and coffee In each of these cases the preference 
took the fonn of a reduction of one sixth of tlic data Tlie pre 
,erctice wns a genmne rrdnrtion from tlie general rate of duti, 
and was not created hi innintanung tin. existing rate for llritish 
prodiiefn and enhancing it for foreign products The amount of the 
prefer* nee was reasonable The United Kingdom clearly went ns far 
as cnull l>e expected consistently xiith n regard for her own interests 

\r linxr to we xrliat licnefll xvithm thov limitations Jins been eon 
ffrrrd on Indian productn. 
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235 In the ease oE tea the ^alue o£ the iircfcrcnco granted to 
India 13 discounted by the fact that her 
chief competitor, Ceylon, enjoys an equal 
preference Between them these two countries provided 86 per cent 
0 the tea entered for home consumption m the United Kingdom in 
the year 1913, and in 1920 they provided 90 per cent "Wben such a 
large percentage of the total supply is entitled to the preferential 
rate, it may be assumed m accordance with the general economic 
principles which we have stated above that the price to the British 
consomcT will be regulated by the preferential, and not by the 
general, rate of duty No direct bonus therefore is likely to accrue 
to the Empire producers of tea from the British preference Tho 
advantage which they may be expected to derive consists m tho 
increased demand which the reduction m price may cause, and in the 
possibility of sccnnng for themselves the remaining 10 per cent of 
the Erilidi market But in this particular case it is not 
entirely clear that the capture of the rcm-iining 10 per cent of tho 
llritish market will he of any great advantage to the Empire tea 
producers When the question of introducing preferential rates in 
the United Kingdom tariff was under consideration in 1919, tho 
Indian Tea Association expressed some doubt ns to the value to them 
of the suggested preference They thought that it would have tho 
effect of driving Java and inferior China tea out of the English market 
altogether, that the result would be that these teas would compote 
Keenly m American and other foreign markets with British tea, ntul 
that the British tea exporters might possibly lose those markets and 
'vould therefore gam nothing by the preference These views, bow- 
are not those now held by the Indian Tea Association In 1919 
the Association made a special request that India should bo granted 
preference m the Canadian market where Java tea was obtaining a 
serious bold, a request winch was granted by the Canadian Govern 
oient , and it expressed itself to us os believing m the advantage of 
preference to the tea trade, and as anticipating good results if a pro 
lerence were granted by Austvaba Wc do not therefore endorse the 
Views expressed before the grant of tho preference on tea in tho 
Baited Kingdom as to its possible mutilily But wc do dunk that tho 
preference on Indian tea is only of indirect adiantagc to the Indian 
tea producers by wa> of a possible extension of their market nml that 
Coes not operate to increase their profits per joun I of tea hold 

23G The liidnn eoffee i1anlin> ore probablj in a Ktlir j osilion 
to iKMiifit Iv the British inftniict tl» in 
tbs Isa and thij liaM. coinistmtly 
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supported Ibc concession Ihc proportion ivIulU the Indian btippb 
qF co/Fce he irs to the total supplv in the United Kingdom is cotopara 
tncly small and it is possible therefore that the Indian coffee 
planters receive something in the natoro of a direct bonus The 
Indian coffeo trade is hovrever small compared to the tea trade, 
and It IS not clear whether there is any large scope for increased 
production' in India 

237 In the enbo of tobacco which however also occupies but a 
minor position among Indian exports, it 
Tobacco ironld seem likely at first Bight that the 

1 reference would he of substantial adTantage to the trade Iln^» 
as v\ IS pointed out in 1903, tho ^rtem of levying the duty m the 
I uitcd Kingdom creates a diecnmmation against Indian tobacco 
fl e dutv on tobacco m England is charged by weight and not by 
value Consequently the cheaper article is taxed more severely m 
liroportion to lU value than the more cipensiv{^ and the cheap 
Indian tobacco pavs a duty which is particularly heavy Even with 
the preference Indian tobacco remains at a disadvantage m the 
rnglivli mirkot fins to a cace m which a higher degree of prefer 
eiicc or a change m tl c svslcm of as'>CN mg the dntj might be expect 
cd to give a real flimulus to the Indian trade 


d3S The above (.xamination of the exi!>tiiii, preferences granted 
r«.in. r.. 1° ‘n Kingdom 

to inaift from rwfcicttco ii bean» out our general proposition that 
1 1 dim evjoUs on t) t whole arc not of » 


nature capable of bcncGting to any great extent by preferential rotes, 
parttcuJnrl' such as can bo granted m tho United Kingdom Vto 
frccl} recognise Uiat, except perhaps m tlic case of tobacco the 
UntLsh Govermneut bos done what it can vritUm its existing tariff 


sjstem liul only one of tho major exports of Indio receives a pre 
fertnee, ami even if the tariff policy of Orcat Kritam were to be modi 


fed, as was projioscd in 1901, with a view to exlcndiug the field of 
I n ftrcnce we do not Hunk that tho gam to India would be great 


23'> On tlie other hand it would i o doubt be possible for India 
rtw- substvuUal ndvauta ges on ItritisU 

tr* products by tic grant of preferences m her 

* ° ”** rnarhet. The nature of the British 

ittfor(5 wKch art icirly nil manufactuixs makes this clear But 
«c <!> not think that Inlii could grant nnjihiig of great value 
wi hout imjKi irg a t'^rioua hurdrn on hcn,clf and it would not bo 
n-iotalle for Indu to meur tueh a burden. 
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240 Before dcaluis ""ith wlint we tike to be the real objection to 
tlrf pMmnc. “'J 

bait dindnish protection ciiccs br India, ivc wisli to mention two 
Betjashfiei points in rcspcct of wlncb apprehension is 

generally expressed by Indian witnc«ses, but which do not seem to 
ns to justify an adverse verdict from the economic point of mcw 
la the tirst place manj Mitnesse^ hue expressed the fear that a 
pohey of preference would be cqunalcnt to weakening the policy 
of nrotcction, that the grant of preference to British mamifactuics 
in tl “ Indian market would mean that Indian industries ivould not 
Keene the full protection which they require for their deiclop 
nieat "Wc need hardly say that, if such were the probable conse 
quences of a pobey of preference, we should, as stronglj and un 
reservedly as the witnesses to whom we have referred, pronounce 
our condenmation But we have explained abo\e that Imperial 
I'refcrcuce involves no question of abatement of a protectionist policy, 

implies no idea of fret trade within the Empire The Domi- 
wons, which base freely granted preferences to the United Kmgdoni, 
WTc all adopted a pronounced protectionist policy, and they base iii 
cure case taken care that the preferences granted by them to tbo 
yiu*ed Kingdom m no waj mlcrfcrcd with the protection which they 
wnadered their own industries required 'We wish to make it per- 
fectly clear that it is essential tha^ if any preference is granted by 
India, It should not be allowed m any waj to dimmish the full pro 
twtion which it maj bo decided anj Indian induBtrj requires 

-41 The second apprehension of economic loss which wo do not 


AppteheBBioM of lotB ’ *'^*-*’ justified IS that foreign coan 

^^'g|j^i»U»tionby for* gn trics Will take Tctabatory measures against 
«*»rver»tea, India, if India excludes them partiallj from 

markets bj a sj stem of prcfercucc This was an argument to 
''hich Lord Curzon s Goi-’inniciil in 1903 attached great importnuce 
The\ realised the elrcncth of India s position os an exporter of 
Kr materials winch fortJ-,n countries were interested in obtaining 


tl c cheapest rates But they could wot exclude the possibility 
bat in the ca*c of some counlrjts and in the case of certain nrtiele« 
India might be oi^n to uttn-k The position was rv examined ly 
the Government of India m 1917, and they caroe to the conclusion 
fhat the du^tr^ an ‘I *' I"*"*! “r/on a Go^c^nment fn 

<kls acromit verc i.ot «r.™> llnj ilioujl.! ihai tl.« Btm.gll. of 
Ind« B position OS o suppl.or of row ntolcnoU. mot^r of winch wr-o 
aooopolioo or portiol oonol-oUco. hod bora nndcr-cstnnotod. ood 
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that the Indnu export trade Tras not likely to be eenously prejudiced 
bj any retalialorj action taken by foreign countries The position 
lias »*\iimucd once luoic bj the Comniittee of the Impeml Legis 
Couuul i\hich iv\<5 'ippomtcd m 1920 to consider the subject 
of liojciial rrcfercncc Their conclusion on this point la stated 
in the following words — 

“ \Vc first considered the question whether the application to 
the Indian Cuatomfl Tariff of a system of preference m 
ftiNour of goods of hinpirc origin would bo likch to 
lu^ol^c any danger of retail ition by countries outside the 
I inpirc in respect ot our export trade So far as vre are 
able to judge wc arc unanimously of opinion that m mow 
of the demand for our raw materials, there is no danger 
to be feared on this score and that the apprehensions of 
Lord Curzon s Go\ctnmcnt m respect of this particular 
aspect of the question would in present citcuavstanus 
be unreal " 

242 The consideration which wc hare been able to gi'o to the 
matter leads us to the same conclusions as were Tcaehcd by tbo 
Government of India m 1917 and the Committee of the Imperial 
licgislfttivo Council in 1920 While it is impossible to say that no 
country would take retaliatory measures against India in the 
event of the adoption of a policy of preference, wo do not think 
that anj country is likely to bo able to embark on such action with 
any prospect of economic ndvantogc to itself 

2t3 Wc haxc dealt with two aspects of this qucbtion in regard to 
to believe that popular opinion 13 

mislol cn m anticipating economic loss to 
b* th* inlia fnm the adoption of a policy of pro 

fcrcnce But wc have sbovm, in analysing 
the effect of preferential rate^, that lliej arc likely m many instances 
to pcnaltsc the consumer m the country granting the prclcrcnee, and 
It IS in this rcHpcct that we anticipate that any considerable appli 
cation of a jKilicy of preference would cause distinct economic loss 
to India The great mass ot the people in India, it must be remem 
I'crcil, are poor Wc have throughout our enquiry borne Ibis con 
hiJcralion m mind Our general mommcndalions have been framed 
with a view to confining the sacrifice whidi mnst be demanded of 
the Indian consumer within Iho narrowest possible hauls Jt 
won! 1 not ly consistent with our general view ot the situation to ask 
the Icdian coiiiumer to Uar an apjrtciablc burden for the l^nefil 
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oI Bntisli manTifacturers Such burden as appears to ns inevitable 
IB the pursuit o! a policy ot more rapid industnal development the 
ladian consumer must be ashed to boar. But he should not be called 
Upon to bear au additional burden on top o£ for the furtherance 
ot interests "which arc not primarily Tndran 

244 In this connection a suggestion has been made that prefer- 
D Badranuse of etaotirg should ncTcr be given m the case of an 
pntermeon an article pit? industrv which IS protected m India This 

taeted in Ind^ f > .»■ 

suggestion is not dictated by any fear that 
the preference might weaken the protection granted to the Indian 
industry, but by the consideration that the protection of the Indian 
industry already imposes a burden on tbe Indian consumer, and 
that therefore it is not desirable that a further burden should be 
unposed on him by a preferential rate, which would undonhtedlj 
take the form of raising the general rate above the level which is 
required for purposes of protection. "We do not think that it would 
he reasonable to lay doivn. any absolute rule to this effect, but we 
consider that in selecting articles for preference the extent of the 
burden alreadj unposed on the consumer in respect of those 
particular articles should not be ignored. 

245 In our view it is clear that if preference is to be given it 
CoBditiosi in irhicii the coufincd to comparatively few com- 

raodtiies and cannot take the form of n 
general preferential tariff The com' 
niodilies selected must be as far as possible those in whidi British 
uianufacturcrs already bold an important part of tin mnrkif, and 
ID which the grant of preference is likely to dciclnp rn|iiclly tlin 
portion of the market aihich they will command, so Hint tlio bunb n 
on the consumer, if any, will be remoaed at an early ilnlo Wo Jinvo 
to recognise howcaer that there may be few induslriCH wlilcli fiiKll 
the requirements wc lia%e Hid doa\n A British indiislry avlihli Jn 
tnoroughl> efTicient and already commands n largo jiarl of thn 
Indian market w not perhaps likely to stand in need of the Impetus 
that preference would giie The industries whicli svotilil ho likely 
to place their faith in preference arc precisely those whloh nro less 
efficient, and the grant of preference to them might iinposo n per 
DiOnent burden on the Indian consumer Nevrr1h*’hss wn rerogidse 
that there mss he cssrs inrtienlarly arising ctii <f sprrinl and 
teiaporarj conditions in winrh In lin might I e In a p slti n to glie 
sssistanee to British imluslnrs will out rpprrrlsllr roiKiote | ms tn 
herpelf 
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246 Looking broadly at the competition of foreign countries in 
Nilore ftf comwti Hic Indian market, ive see that ont of 34 per 
tioB mtboIuUn m»rk t, ccut of imports derived from countries 
ont'iulo the British rmpirc aliout 18 per cent m 1920 21 and 13 per 
rent in 1921 22 came from the United States and Japan After these 
tno comes Ja^a, the imports from which, however, consist of sagar, 
and therefore do not compete with imports from the United Engdom 
The most scrioiia general competitors of British manufacturers there 
fore at the present moment arc America and Japan German 
competition in the matter of d>cs is an important factor , and both 
Cicrmanj and Belgium are competitors of whom account must be 
taken in the imports of iron and steel It must also be remembered 
that before the nar German imports into India exceeded those of 
any other foreign countri and that there are signs that Germany is 
praduall} working up this trade again Japanese competition is 
mainly confined to cotton yarn and piece goods The United States 
sends large quantities of iron and steel roachmery, hardware and 
eutferj, instruments apparatus and appliances, motor cars and 
tobacco, avhich maj be considered m varying degrees to bo in com 
petition asith British imports These are the mam beads under 
which we might expect British manufacturers to anticipate advantage 
♦0 themseUcs from the grant of preferences m the Indian market 

247 Wo have recened n eertim number of npphealions from 
« or Ilf t.htn»nn British manufacturing interests for the 
fifiur^rtforiMfctfnfo grant of preference Representations have 
been made in respect of dyes motor cars electrical apjiaratu"* 
tobacco, drugs and rubber while a general appeal was rccened 
from the British Umpire Producers Organisation impressing upon 
ns the importance of the adoption of the principle of Imperial Pre 
ference We are not in a position to make nn> definite recommend 
ntions in regard to the merits of these ^arlOUs applications But we 
tiimk it desirable to i oiiit ont certain nspccls of some of them whicli 
ln\e come undtr our consideration 

218 The application which is proballv of the most importance 
and which has been most eamcslU pressed 
on our nttentjon is that on behalf of British 
dvefi It Was pointed out that the manufacture of dves has been 
rceogiiurtl in the United Kingdom as an indnstrv of imperial im 
lorlmcr, and that m consequence it has rcciivid a very ftpecisl 
rfcKf/re of f fotredon m the market of tlic mother eountrj The 
con nl<*rati us it ur„cd, which Iia\c led the Umlcd Kingdom to 
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give special treatment to the dve industry should lead other parts 
of the Empire to do Tvhat they can to assist the development of 
British dyes It is not only that m time of Tvar the Empire should 
not be exposed to the risk of finding its supplies of dyestuffs entirely 
cut off The dve industry has a much closer and more direct relation 
to the m*erests, and ei cn the safety, of the Empire in the event of 
It 13 Tecognia«a that an efficient dyestuff industr\ is of the 
utmost importance to the national security, as m its absence serious 
difficulty must he experienced in turning out rapidly the explosnes 
and chemicals required for v?ar Prom this point of vicvr therefore 
the establishment of a largo scale dyestuS industry is of supreme 
importance to all parts of the Empire It is admitted that under 
present conditions there is no possibility of starting such an 
mdustry in India India, therefore, m time of war must he 
dependent on the dyestuff industry of the United Kingdom , and from 
the point of view of Indian interests it might be thought that some 
help could reasonably be extended by India to the British mdustry. 
The Indian market is of great importance, and the British mdustry 
IS at present apprehensive that it may lose this mirket and thereby 
suffer a se\ere blow The competition is mainly with Germany, 
which before the war was unchallenged m the production of 
dyestuffs It is urged that the German industry, which is a well- 
orgamsed monopoly, would be prepared to sell even at a loss in 
otder to drive the British mdustry out of the Indian market, and 
that in any case the present depreciation of the mark gives the 
Germans an enormous temporary ad\antage m competition with tho 
British product For these rca'sons, and because tho British industry 
13 BtiU to some extent in its infancy and has not jet reached the 
stage of full cfficiencj , the British companies ask for a preference m 
the Indian market 

2'19 "We recognise the strength of tho considerations put 
forward, but we realise also that there arc important arguments on 
the other side ^Ve understand that in many cases the British dyes 
aie not considered equal in qualitj to the German djc«, and that 
therefore by preferring the former India would be imposing a handi 
cap not only of price but of qunlitv on her manufacturers The 
competition of the Indian mills with Japan in piece goods is at tho 
P’^sent time m) keen that India might well hesitate to handicap her 
own manufacturers Is forcing item to use dearer and inferior 
dyes. So far ns the Indian mark t is eoncemed this handicap might 
be neutralised by inercam „ the dutj on imported piece goMs, but 
such a course would ls\c the iTict of penahimg the Indian eon- 
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240 Looking broadly at the competition ot foreign countries m 
NaUro fif forei-n compcii tbc Indiin market, we see that out o£ 34 per 
tioointici WnmatVot of imports derived from countries 

outside the British rmpiro about 18 per cent in 1920 21 and 13 per 
cent in 1921 22 came from the United States and Japan After these 
two comes Ja\a, the imports from which, however, consist of sugar, 
and therefore do not eorapeto a\ith imports from the United Kingdom 
The most serious general competitors of British manufacturers there 
fore at the present moment arc America and Japan German 
competition in the matter of djcs is an important factor , and both 
Germany and Belgium arc competitors of whom account must be 
taken m the imports of iron and steel It must also bo remembered 
that before the war German imports into India exceeded those of 
any other foreign country and that there arc signs that Germany is 
pradiiallj woiking up this trade again Japanese competition is 
inamlj confined to cotton yarn and piece goods The United States 
sends large quantities of iron and steel, machinery, hardware and 
cutlery, instruments apparatus and appliances, motor cars and 
tobacco, winch may be considered in aarying degrees to be m com 
petition with British imports These arc the mam heads under 
which we might expect British manufacturers to anticipate adsantage 
to thcmsclscs from the grant of preferences m the Indian market 

217 Wc base rcccncd a certain number of applications from 
« of nr t r »flti British manufacturing interests for the 
fftcturpMiorircfcTco^o grant of preference Bcprcscntations have 
been made in respect of dyes motor cars electrical apparatus 
tobacco, drugs and rubber t}rcs a'bdc a general appeal was Tccei\od 
from the British Krapirc Producers Organisation impressing upon 
ns the importance of the adoption ot the principle of Imperial Pre 
fercnce We are not m a position to make iinj definite recommend 
ntions in regard to the merits of these aarious applications But wo 
think It desirable to point out certain aspects of wme of them which 
Inae eomo under our consulerition 

210 TJio application s>htcb is proball; of the most importance 
and which has been most earnestly pressed 
on our attention is that on lichnlf of British 
dire It w-s pointed out tint the mamifnrture of d;es has been 
rrcognisi'd in the United Kingdom ns an indii«tn of imperial Im 
lortanco, and that in ronscqnenee it 1ms reemed a very ppccml 
tirasnre of irotpction in the market of tlic mottier conntrj The 
consi trrali n.s u urged, which linac led llic bmted Kingdom to 
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give special treatment to the dye industry should lead other parts 
of tho Empire to do ■what they can to assist the development of 
British dyes It is not only that in time of war the Empire should 
not be exposed to the risk of finding its supplies of dyestuffs entirely 
cut off The dye industry has a much closer and more direct relation 
to the interests, and e\ cu the safety, of tho Empire in the event of 
war It IS recogntaeu that an efficient dyestuff industry is of the 
utmost importance to the national security, as m its absence serious 
difficulty must be experienced in turning out rapidly the explosnes 
and chemicals required for war From this point of view therefore 
the establishment of a largo scale dyestuff industry is of supreme 
importance to all parts of the Empire It is admitted that under 
present conditions there is no possibility of startmg such an 
industry m India India, therefore, in time of war must be 
dependent on the djestuff industry of the United Kingdom, and from 
the point of \icw of Indian interests it might be thought that some 
help could reasonably be extended by India to the British industry 
The Indian market is of great importance, and the British industry 
18 at prcoent apprehensive that it may lose this market and thereby 
suffer a severe blow The competition is mainly with Germany, 
which before tho war was unchallcDged m the production of 
dyestuffs It is urged that the German industiy, which is a well* 
organised monopolj, would be prepared to sell even at a loss in 
order to drive the British industry out of the Indian market, and 
that m any case the present depreciation of the mark gives the 
Gormans an enormous temporarj adMintagc m competition with tho 
British product For these rca'=;oiis and because the British industry 
IS still to some extent in its infancy and has not jet reached the 
stage of full cfficicncj, the British companies ask for a preference in 
the Indian market 

249 "Wo rccogiii^ic the etrength of the considerations pot 
forward, but we realise al^ that there ore important arguments on 
the other side We understand (hat m mnn^ cases the British dyes 
aie not considered equal in qualitj to the German d}c«, and that 
therefore by preferring the former India would be imposing a handi 
cap not onl^ ot price but of q.nalitv^ on her manufacturers. The 
competition of the Indian milN with Japan in piece goods js at the 
P’ojscnt time so keen that India mi-ht well hesitate to hardieap her 
own manufacturers la forcing ll cm to use dearer and infemot 
dyes. So far ns the In Inn markit is concerned this bar lieap night 
be neutralised ly inereaung the dutr on imported piece-goodi, be* 
Rich a course ■would base the of pmaluirg the IccLia cca- 
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stinior In nnj ca^o t!»e Immlicip could not be reino\e<l in tbc c'v''? 
of competition with Japan in foreign markets 

i")0 ^Vc Inie stated ns impaitnllj ns a\c can the nrguments 
Mhnh ha\c luon nscd on lK»th sides , and avo feel that m accordance 
vith th' piiiuiplo wt hn\e ndopted thioughout tins report vre 
cannot go ain further and on the limitetl information aaailable to 
us make ana definite recommendation ^Ye think that, if the prm 
ciple of Imperial Prcfcrenco is ndopted, the question of a preference 
cn dMs as afTccting all interests imglit be c\ninined bj the TorifT 
Hoard 

2')1 The case foi a preference on British motor cars •was put 
before us in writing b> the Association of 
otor can British Motor Manufacturers Limited, and 

orallj h\ the Motor Trades Assoemtion m Calcutta The case of 
motor «ars is sniuewhnt peculiar The main source of eupplj is the 
Vintisl stntis which in 1020 21 scut motor cars to the aalnc of 
£4 'iOfi I'ly wluU the aaliie of cars imported from the United King* 
dnm was onU £2 13 1 Ob? The ilass of cars supplied bj tlie United 
States and In the Ciiiicd Kingdom is difiimit Tlie American cars 
make tlnir apjn d to the Indiin market in Mrluc of their cheapuess, 
and the cnormou* iiitrcasc in the import of American cars recentl' 
ihows that this is a factor which is of the utmost importance in India 
Me understand tlint cfTorts are liciiig made in the United Knigdom 
1o pToduei ears which would compete with the cheap American curs 
end a prefircncc m the Indian market might pne n dicided stinmhis 
lo this nuiMmcut 

2 *2 M ith regard to machmen wc haae stated that it is dcsir 
id>I» tint it should he ndiiuttid free But 
wt would not ixclude an cxnminatiuu h> the 
TnrilT Bufird as to the cfTcii of imposing a low import dulv on 
f. r. I Ml incliincra w Iiilc admitting British mai him ri free 

25 f The f**nsi!iilitj of n pr« h rt lire on ciganttes might aliw bt 
^ » X immi d In r>2n 21 the im)inrt trade M as 

dmd<d almfst upialh hclwecii the United 
Kingdom aiul tlie United fitatcs the Inttsr liaMiig a >light ndiautagc 
The figtitcs < ( 5ec«. wt V cers. \ that the awipwtts f?ww\ the Uwited 
Slntcs lia\« I cm increasing \erj largeU, and it is possible that a 
case fur pr»*firincc might lie inid«. out 

251 ‘'o far wc haie shown that in the nature of things anj prc 
1 t . u r^rUi granted to India arc likely to be of 

It \n ^ * ecn«id«nill\ bss aalii<* than the prtftrmcei 

i» » krr» a. whiili India might grant to the Kispire ; 
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*rd tint con<5o<iucnth in »m of t'conc'iniL l(K^t^rpnm 

India would under an\ geucnl «trstcm of pitfcrcnee I'O n decided 
lo^er We do not however wi«h to la\ too much •strc'^i on this nspect 
of the matter We realise that Imperinl Preference as between 
the Dominions and the mother eountir has not hitherto been a matter 
of bargain The Dominions from the first gave sueh prcfircnces 
to the mother countrv a«i thev fell were consistent with their own 
polic\ and were not injurious to theiu'^hev Thoucli thev nude it 
clear that thev would welcome any response on the part of the Umte<l 
Kingdom, thev did not make the grant of their prefert.nces condt 
tioual on such a response From 1897 to 191*' no n i>ouse in fact 
was made When in I**!** Great Pntain decidetl to follow the 
example of the Dominions and introdnee a preferential svs.tem, vhe 
pave freelv snch preferences as she felt could K granted consi tentlj 
with the interests of her own people and the requirements of her 
rwn tarifi policv In the same wax, if India is to adopt the prmeiplo 
of Imperial Preference she must adopt il freclr to the extent to 
which she feels she can do so without detriment to the paramount 
interests oflier own people She receives alreada certain preferLueca 
from the Liuted Kingdom She recognise* with gratitude the spirit 
in winch thea are given She will not wish to look too iiarrowlj to 
the actual economic adiantage of thC'C prcfercncts and in turn she 
would expect that anv preferences which «he finds hervlf m a position 
to pfant without serious* detriment to her own interests should W 
receiaed in the same spirit and should bo rr’anletl a* n aohmtarj 
gift and not as part of a bargain 

(ll ) CoNCLt'SION'- 

255 We have I'cen impressed throiurhout our rnquira b> t! 

nlmost complete unanimUx with whieli 
to Indian wjtnes>»s oj tie principle cf 

Itni'erial Preference niui it is important to exi Isin tl e esusrs wl leh 
m oiir view underlie this antawni m 

256 We have alreadv rcfcrretl to tl e l>elief ri t rii t rrll ' i sm 

1 . il > ir.t n, . ,H .pfT.l.- n 

rr n. K it 1 r- le.t t In I *H 

inJu tries Tl is ai i rrl r i t. « t \ la I t ! teli 
the rnncijlc list ur ler i ci i tsi -s ] \ ^ yfar- <■ W 
tlloneil I' dm m 1 tl j ■« x I I it i . I. I | »V»t «n 

liilnii u In trx rrpi fx> 
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sunicr In mcp the linndiMp could not be iemo\cd ni the ca^e 
of coinpLtition nitli Japan jn foreign markets 

2»0 "We bale stated ns inipartnllj ns vre can the arguments 
wJuth Iiaic ttcen u cd ou both wdes and \\c feel that m accordance 
\Mth fin. principle \\c liaac adopted Ihioughout this report ne 
cannot f.o am further and on the limited information available to 
us make anN definite recommendation '\\e think that, if the prin 
ciple of Imperial Preference is adopted, the question of a preference 
on tins as ifTectiiig all interests might be csamined bj the TarilT 
Beard 

d">l The case for a preference on British motor cars ivas put 
before us in arriting bv the Association of 
0 or cw* Uritislj Motor ^lanufacturcrs Limited, and 

oralh In the Molor Trades Avsocintion in Calcutta The case of 
motor eats is vomewlnt peculiar The main source of eiipplr is the 
1 nitid ‘'fati> «hieh in 1920 21 <cnt motor cais to the value of 
£4 'lOG 399 vhile the \alue of cars iinportwl from the United King 
doni iras onh £2 class of cars supplied br the United 

.States and M the I’lutial Ivin«»dom is difftrcnt The American ears 
make tli ip app al to the Indian market in airtue of their cheapness 
an 1 the cnnnnon* increase in the import of Vmencan cJirs reeeutlv 
»ho^s that tins l^ a factor arhich is of the nfmost importance in India 
Me understanl that efforts are lieing made in the I tuted Kingdom 
to proilnce ears trlneh tronld comiete uilU the cheap Amenean ears, 
and a preference ic the Indian market might give a deeided stinulns 
to this mdcmtnt 


2 »J Mith regard to inachinerv we have staled tin l it is de<ir 
VkU-E/TT 1 t It shoiiJl le nflinittel free But 

M< yt uid not exclnde rn e\nn inalirr 1 v the 
Tan" 1 arl as to iL" effect of iniposmg n Inu import duly on 
f mgn ’"3(1 men w] ilc admitting British tnat 1 l^Ie^^ f"ee 

20*1 rh» feasil Jjiv of a prrferenee on eiganttes inclt aKa b-* 

^ ixsmired In 1*0^21 tl e impf rt trade 'vas 

I ftrx M. diTidrl nlm st eqn IL 1 eluein ll e Uni el 

I\i irJj’T! fi"d th- I ni'ed States, tie latter baaing a s''ight adiartagc 
TLe f " irc' f rec''al a e-.*’s st o i that tl e iirports fr m t) e I'niVi 
''•atfs ta\t ) rn increasing arrr largely an i Jl is pnssTV list a 
easp f r I - are mj,.t t Ire r'a le out 

2jl "ST fr* a\e bale sloim tt at in the natnre o'* t) mg* iny pre- 

1 4 I . ..j JeTiees p*"*'!el j a In tia Ji’v lAfly }a h“ o* 

M » Tsef 4-* f-'t. e^*l”l'xl*s A-alue tl an the p-e '‘f'vaees 

Misir • • -vtL vt,h Ir t 3 aaickt g-ait f' the 
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and tint con'«c(iucntl> in iin bnlanct of icoiuinic los-, w pHn 
India would under anj general ^btem of preference be a decided 
loser We do not howe% er wish to lay too much stress on this aspect 
of the matte: We realise that Imperial Preference as between 
the Dominions and the mother country lias not hitherto been a matter 
of bargain The Dominions from the first gave such preferences 
to the mother country as they felt were consistent with their own 
policj and were not injurious to themseUcs Though they made it 
clear that they would welcome any response on the part of the United 
Kingdom, they did not make the grant of their preferences condi 
tional on euch a response Prom 1897 to 1919 no response in fact 
was made When in 1919 Great Britain decided to follow tho 
example of the Dominions and introduce a preferential system, she 
pn\c freclj such preferences as she felt could be granted consistently 
With the interests of her own people and the requirements of hei 
fwn tariff policj In the same way, if India is to adopt the principle 
of Imperial Preference she must adopt it freely to tho extent to 
which ehc feels she can do so without detriment to the paramount 
interests of her own people She reccnes already certain preferences 
from the United Kingdom She recognises witJi gratitude the spirit 
in which they arc gnen She will not wish to look too narrowly to 
the actual economic adiantagc of these preferences and in turn ahe 
would expect that any preferences which she finds herself in a position 
to grant without serious detriment to her own interests should be 
rccencd lU the sune spirit, and should be regarded as a xoluntnry 
gift and not as part of a bargain 

(ill) COCMJSIOSS 

235 We haxe been imprce^ied throughout our enquiry by the 
C«nw»crini*«niio.tniy nimost complete unanimifx with which 
to rKferesp#. Indian xntnc'i<<‘s oppovd the principle of 

Imiwnal Preference , and it is important to explain the causes which 
m our Mcw underlie (his anlagoni«nn 

25C We haxc already referred to the belief cnfortmietl hr many 
o ff«r th»t u tri*? .t m nt 1 , il n prcfcriice wnill operate to 

iVeii il « 1 r> rcli n pranietl to Indian 
in lu-tnrs This aj j rrlici 'inn «• in K « ft 1 1 lai ii ? down dffjnitely 
ttr principle itml tinder n » cireumstarirrs »,l(ul! preferenef be 
all wet to diminish tie inteeii n njieh it lint N dxjle»l that 
Itiliati i' 111 rTiiiin> 
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suDier In nnv case the handicap could not be remo\e<l xn the case 
o£ competition with Japan lu foreign markets 

2j 0 "We have «;tated as impartially as we can the argaments 
a\hxch haae been on b< th Mdes and we feel that xn accordance 
with the principle we ha\e adopted throughout this report we 
C3nnot go anv further and on the limited information available to 
make anv definite recommendation VTe thmk that if the prm 
ciple of Imperial Preference is adopted the question of a preference 
cn dves as affecting all mterests ought be exammed bv the Tariff 
Beard 

2ol The ca^o for a preference on British motor cars was put 
^ before ua in writing bv the Association of 

0 or BntLh Motor Manufacturers Limited and 

orallr ba the Motor Trades Association m Calcutta The case of 
motor cars is somewhat peculiar The mam source of supplv is the 
Initetl ‘states which in 1920 21 sent motor cars to the value of 
£4 305 399 while the valne of cars imported from the United Kin g 
dom was onir £2 133 9^T The chss of cars suppbed bv the United 
States and b^ the Imted Kui"dom is different The American can 
make their appeal to the Indian market in virtue of their cheapness 
and the enormoa* increa.se m the import of Amencan cars recentlv 
shows that this is a factor which of the utmost importance in India 
"We understand that efforts are being made m the Lnited Kingdom 
to produce cars, which would compete with the cheap American cars 
and a preference in the Indian market might give a decided stminlus 
to thiN moiement 

2 »2 With regard to machmerv we have stated thit it is desir 
^ 'll i ih It It should be adraitteil free But 

we Would not exclude xn examination bv the 
Tariff Boar I as to the effect of imposing s low import dutv on 
f rei'^n Tiael iners ^hile ndmittin** British machmerv free 

2j^ The feasibditv of x preference on cigarettes might also be 
< xxmined In '^21 the import trade was 
^ dnided xiraost equxllr between the United 

Kingdom and the T nited States, the latter hiring a slight advantage 
The fig ire f recent ve^rs sho v that the imports from the Unite 1 
btates 1 a\e I en increasing lerj largelv, and it is possible that a 
case for pref rence m^ht he made out 

2^4 So far we hxsc shown tliat in the nature of thing* any pre 
tn u fercnces granted to India are likelv to be of 

comil n!l\ I *.s lalue than the preferences 
whicn iiiuia might grant to the Empire, 
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and tint coinequcntlj m m\ bilmcc of icon inic loss w cun 
India would under an> general ^stem of preference be a decided 
loser We do not however wish to lay too much stress on this aspect 
of the matter We realise that Imperial Preference as between 
the Dominions and the mother country has not hitherto been a matter 
of bargain The Dominions from the first ga^c such preferences 
to the mother country as they felt were consistent with their own 
policy and were not injurious to themselves Though they made it 
clear that they would welcome any response on the part of the United 
Kingdom they did not make the grant of their preferences condi 
tional on euch a response From 1897 to 1919 no response in fact 
vns made When in 1919 Great Britain decided to follow the 
example of the Dominions and introduce a preferentnl system, she 
gave freclj such preferences as she felt could be granted consistently 
with the interests of her own people and the requirements of her 
rwn tariff pohej In the same way, if India is to adopt the principle 
of Imperial Preference she must adopt it frcelj to the extent to 
a\lncli she feels she can do so without detriment to tlie paramount 
interests of*lier own people She receives already certain preferences 
from the United Kingdom She recognises with gratitude tho spirit 
111 which thev are given She will not wish to look too narrowly to 
the actual cconomie advantage of these preference^ and m turn she 
would expect that any preferences which she finds herself m a position 
to gfant without serious detriment to her own interests should he 
received lU the same spirit and should be regarded as a voluntary 
gift and not as part of a bargain 

(ty) Conclusion'* 

2o5 Wo have been imprcs*^ throughout our enquiry by tlic 
C»n»M of jDdi«n ly almost complete unanimitv with which 
to i>t«r*r«np« Indian witnesses opposed the principle of 

Imperial Preference , and it is important to explain the causes whicli 
in our Mew underlie this antagonism 

25G We have alrcadv referred to the belief eiitortunwl 1 v many 
k '■’< IfTfcriicc voiil! op<T«l<- to 

''o. V rnk n ll ir«lrrti ti prai teil to Indian 

in luvtrie- Tl is ai j rrl eii on c m i ri | % Javn • d « n definitely 

the prmcille tl at under n » nreumstanrrs *.} nil inference l>e 
allowM to dimim h tl e | txtrcti ii wl lel jt i as 1-- d vi IM that an 
In lull inlu tr' tv“imr«> 
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‘sonier In -mu the handicap could not be remo%ed m the case 
of compclitjon ^\lth Japan in foreign markets 

2o0 "Wc haic stated as mipartially as can the arguments 
iihich ha\e l>een used ou b<th sides ami ve feel that m accordance 
with the principle i\c haie adopted throughout this report ive 
emnot go anv further and on the limited information available to 
us mnkc anv definite recommendation \\c think that if the pnn 
ciple of Imperial Preference is adopted the question of a preference 
cn dvcs as ufTecting all interests might be examined by the Tariff 


Beird 

2ol The cw for a preference on British motor cars was put 
before us in writing by the Association of 
Moor tM* British Motor Manufacturers Limited an! 

onllv bv the Motor Trades Association m Calcutta The case of 
motor cars is somewhat peculiar The mam source of supply w the 
•bniied Stats which ,n 192021 sent motor cars to the 
£4 500 308 iTliile the Talne ot cars naported from 
<’om was onlv £2 131 OST The class of cars supplied b£ the Vmm 
the United Kinsdom is different The « ^ 
mahr thc.r appeal to the Indian market m YUliie «' tteir tops® 
flud the ononnou* iiicrcasc in the import of Amcncan ca 
XU that thia 1 , a tae.orwh.eh is of the 
Me understand that otforts arc being made m the 

•to prmlucc car, which aroold «>“rf !^, dM)ded st.miihn 
and a preference m the Indian market might gire a decided 

to this movement , jt is des r 

‘’i*’ With regard to macliincn wc have stateu ^ 

abt that .. should be adm.lie.l fw ^ 

Wwl rw „„uld not eaelnde an eaem®‘“ 7;„„ 

Tariff Board as to tlia X’BrdlhUchmrrfree 
Jon 1 n maelnncn wb.Ic adm.tt.n, B 1 , 

2o 3 The feasilnlitv of a prefereme » ew ^ , 

C prottov dUX almost 

lungdom and .be United Stafe^ 'fbat tl'e m.P»tls fcoo* «■' 

The figures ot recent a ear- skon that ^ p„^.Me tW« 

254 Sofarwebaaa^^o™*^^*;,., 

» S»aUgS gmn. » 


(«') CovcT.r«o\H 

2’i5. Vte lin>r l>^ru imprf#*!*^ Ihronclioul nur rri'pilry liy tlio 
C»Q»M io.tIMy rompirtft uiinnirnhy wlilih 

torrtf»r*s<^ liidinti MilnrsMn n|i|>r»ui1 Uir prltirljijn of 

Itnpcrinl Prcforciic** ; nnd It in im|*ortnnl lo rxplnln ilo* rniiiri 
In our \iew tjtidcrlio Ihiti nnlnROnlsm. 

25G. 'Wo Im^c nlrcndy referred lo ilji* liiKpf i iih i hi(iiul liv imni.V 
Hint iir.fii.ii.o III 

rrrtocUon. MolkiM till |I1 otll I IDII |0 lltlllnll 

industries This npitrrhciiBion niti hi* im I 1i> liHlnir dnun ih'lliillolv 
the principle tlmt under no < Ik utiiHtiuii < s kIuuiIiI pii 1‘i'Ii'IU'o 
allowed to diminish the ptotnlion nhiili it iiiik |i. ilM'Idnl Huii flu 
ludiaii Industry iCfiiiiuM. 
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257 A second argument wlucli weighed with many witnesses 
M bjiaenoalnJuncon IS that preferettEO IS equivalent to the grant 
of a bounty to the British manufacturer at 
the expense of the Indian consumer, that India is poor while Britam 
IS rich, and that it is not reasonable to expect the poor country to make 
a gift to the rich one We have explained that in our opmion this 
view of the question is not unreasonable and that any general system 
of preference would undoubtedly impose an appreciable burden on 
the Indian consumer which we do not think it fair that he should be 
called upon to bear This argument may be met by the assertion of 
a second principle namely, that Imperial Preference should not 
involve any appreciable economic loss to India In estimating the 
economic loss it would he reasonable to take into account any economic 
gam which India receives from the preferences granted by the IJmted 
Kingdom , and in case any should be tempted to look too narrowly at 
the balance of loss and gam, it is well to remember that India at 
present enjoys the protection of the British Navy m return for a 
merely nominal contribution t 

268 The mam cause however of the general hostility displayed 
M it w,u affect ^7 Indian witnesses to the idea of Imperinl 

India a flscaUatonomj Preference IS we think, political It is based 
on a feeling of suspicion There is a fear that if India accepted the 
principle of Imperial Preference she would find that she had parted 
with the newly won privilege of fiscal autonomy, that in the name 
of Imperial Preference the tariff policy of India would be directed 
not m her own mterests but in the interests of other parts of the 
Empire, that if India signified her acceptance of the prmciple the 
details would be dictated to her regardless of her own interests and 
wishes We think that these fears are baaed on a misunderstandmg 
of the true position Many regard Imperial Preference as meanmg 
a unified tariff policy for the whole Empire, dictated, if not by the 
mother country, at least by bmding resolutions passed at periodical 
Imperial Conferences This is a complete misunderstanding of the 
real principles which underlie Imperial Preference We have shown 
above that Imperial Preference implies no kind of interference in 
the tariff policy which tho various Dominions have chosen for them 
selves, and no idea of a system of free trade within the Empire or any 
timform tariff policy It is true that, as a result of the Paris 
Fconoraie Conference of 1916 already referred to the question of 
the orgamsation of the Empire ns au independent economic umt 
6«mcd for a time to be ^ming into iiractical consideration But 



“ fcitn cr b'' <• n?l t f » z\ jv.’ m fcr Ir Jia. ior tie rml« 

of t^r enirsaf*^ ti well for Lrr ra-afacturf'T, it it 
qoitc cl^^ar t*-*!* »* U i I wt- iJ e m-c hi crty to 

coci.(J'*f 1<T ntcmij a* Orttl Urjlam, Amiralii, Now 
7<-s\in\, Caradi rnd hjjth AfrKa, ’ Jn ih** tipmm of 
lie Corarjjttrc, iberTforr tie Sfrrrttry rf Sjate »iouM 
as far as iKJ’sille nsoil iiit'Tffrriicc r>n tins tuiject 
vl cn lie (loscmmrtit of Indii and lU I^r^iolaiure arc 
m a^^reeiscnt, one! tbr> Uunh liai hit mtrnrntiori, \rhen 
It docs laLc place, chould he hmiled to ^^fcplJnn!lnp the 
inlcrxxatjonal oMigntions of the Trapirc or nnj fiscal 
niraDgcmcDla wjthm the Empire to vhieh Ihs Majesty's 
OoTcmnicnt is a party.*' 

In his despatch of the 30th Juno 1021 the Secretary of State 
aaid that on behalf of Ilia Mnjfsty'a Qoicmmcnt ho lind accepted 
tie pnncipfe rccommcmfetl hi the Jbmt Commiffeo in f?ws passage 
It IS true that aome doubt niay bo aroused by the words *' onj fiscal 
arrangements withm the Empiro’to which llis Majesty’s Goi enuiient 
^ a pari}.*' But we hare explained that Imperial Preference, ns 
hitherto practised and as understood by us, cannot iii\oho nnj dJo- 
talion by His Majesty’s Government to any portion of tlie rmpirc 
The convention which the Secretory of Stato has undorlnhcn to 
establish gives, it is true, no assuraneo that a policy fnv oured bj thq 
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Indnn IjegibHtuic mil necessiiiU lie ndopted But it does ^vc 
(hull gne a piicticil wnrance that no fiscal measures ^vhlcll the 
Ti Inn Legislature does not approve will be adopted m India Any 
fc ir therefore that particular applications of a policj of preference 
can be ni ide contrary to the wishes of the Legislature appears to us 
to be illusory Ne^ertheless we Avould put the matter beiond all 
possible doubt bj assertmg as our third principle that no prefeience 
should he granted on any commodity without the explicit approval 
cf the Indian Legislature 

2G0 Hitherto we have discussed this question purely from the 
point of view of India s interests and 
e nipcr a aspec India s feelings But we are not blind and 
we do not believe that Indian opinion will he hlind, to the larger 
Ii ipenal aspect In discussing the advantages that Great Britam 
might derive from a preference in the Indian market we have 
Hitherto treated that advantage solely from the narrow economic 
aspect and it has presented itself as an advantage to be derived 
bj particular industries or particular mamifacturers But even on 
♦ho material and strictly economic side the interests involved arc 
far wider than those of the prosperity of particular industries 
\\o do not forget that the United Kingdom is the heart of the 
Lmpirc that on its strength depends the strength and cohesion 
of the Empire and that its strength is bound up with the prosperity 
of its export trade which has enabled a small island to find the 
resources which bind together and uphold tho great Commonwealth 
u£ Nations known as the British Empire Unless the United 
Kingdom maintains its export trade the heart of the Empire will 
weaken and this is a contmgency to which no part of the Empire 
can be indifferent Nor ogam do we forget that the communica 
tions of the Empire are guarded by the British Navy and that the 
burden of mamtaming that essential service falls almost entirely on 
the people of the United Kingdom 


261 "While however we do not ignore the material side of the 
_ . . policy of Imperial Preference we believe 

that the sentiment with which it is associntea 
\< mill more important Imperial Preference is regarded through 
out the Impirc as a meins of strengthening the ties which hind 
I'^gflber its scattered units Adhesion to the policy of Iirperial 
Prcfcruic is thns coming to bq regarded as a test of loyalty to tho 
I mpirp 11 a proof that the various parts of the Empire look beyond 
their own immediate interests and recognise their position as pnit^ 



<'f Slatp mil il'' '•«- fr'M* rvMtjJ 

im Midi |w.liry r.iti In* \Vr fp^l pvTifi!'"-! lh»*, l^p lr,i*i»n 

l/vi'l-itiiro « ill rfin»i.lpr il «• * 1 n* c f In'lia in iM* r*Jil!fr t* n 

.IM, t.»rl of Ih" Knl-irr. \Vr j,,,- 

rum *e/ ••'jcA'Ifti li t'» itulipilp fTlJijn |'riiciplp» 

'***''’^ Mlllrli kliXllM cn\pni ll.P npJ'llPAllMl t'f lljp 

jf ailopipil \Vr rip**!! th‘‘m oijpp n^ri* In iIp fr'i nl-pc, 
iio prcftnno’ nliotiM In- prant«-l 4in nti\ nriicli* wijjfnii tJip nppri<\Al 
*>f llic* Itnlintt I/<vi»ln1nr'’. S.r«»ii«lh no prrfprmrr’i.'ixrn nhcitiM in 
niiy nay ilitnini'li tin* pmtirlinn rr<|mrril I'> Iinlnn iiiilii<lri< • 
lliinlly, tin* pn f« rriin* hlimiM n«t iti\o|\p nnj nppnnnMr rcoiioinii 
lo-^i to linlii iiftiT tnlcm;- into nrmuiit llic rconnmio p.iin nliicli 
Indm (IiriM-s frnm tin- pnfm’iirp Kfa’iJf! 1*'**’ tli'* rniti*«l 

Kin^'tloin. 

2C3. It in rMilent that the I^psjislftlurp can Imnlly In- nskcil to 
PofiMtNamqulrjlYTnnff '* «»• nplMlon oil tin* pn!ic\ lllltll it 

•‘*“^'1- lia* Mwjp iil«*.n of the extriil to irhidi its 

application !-> fonsihlc ^\V nniilil thcrvfon* rccoiiunciul that, ns n 
preliminary to nnj fonsuh-ration of llip dinirnlnliu of Iiulm mlojit 
las tin* policy of Impi i ml I’r» frreiict an t *'aimiiatioii nhnuhl bo inado 
hj llio TnrjiT Honnl to ditiriuinc whotlnr tbon* arc iin^ loninioditios 
oil ^\hlch preference nusht be in nerortlnnee vitli llie i)nnci])]es 

^rliich ^\p ha^e laid down, to the beiuht of the Umpire niul without 
fletrnncnl to Indian iiitcrcsia. 
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2G1. Hitherto in discussinR the que'ition o! Imperial Preference 
. , , we hftAC confined our consideration to prt- 

Dominwna fcreiiccs gmufcd to tile TOOtlicr country. 

Colonio* With regartl to other parts of tho Empire 

we would rccomnieiul a difTeront x»olicy Wc suggest that to the 
United Kingdom should bo offered such preferences as India may 
find she is able to offer withont apprccnblc injury to herself. WiUi 
regard to other parts of the Empire wc recommend a policy of rcci- 
jirocity such ns is already adopted bj more than one Dominion for 
iiiter-domimon trade relations , that is to say, preferences should be 
granted only ns the result of agreements which might prove to tho 
mutual nd\antagc of both parties In this connection India would 
doubtless not be unmindful of the fact that she already enjoys the 
benefit of certain concessions granted bj Canada and New Zealand. 
The ngrceinenta winch we contemplate would be purely voluntary j 
there would be no kind of obligation on India to enter into them 
unless her own intorcNts nppeand to demand it , and it is evident 
that political eonsulerations could not be excluded in determining 
whether it was desirable for India to enter into an economic agree- 
ment or not 

2G5 Wo think it is nccessarj that there should be hid down for 
Tiia question * i wUrU India some pohej of tho nature outlined 
alvove m regard to trade relations with other 
parts of the Empire Wc lime already mentioned that India receives 
preferences from Canada and Kew Zealand We understand that 
proposals for TcciprociU were recened in 1919 from one of tho 
Dominions We have recently been informed by the Canadian 
Government Trade Commissioner to India that a preference on motor 
cars granted to Canada vrould stimulate the present tendency for 
the well known makes of American cars destined for tho Indian 
market to be made m Canada, and would be regarded as a graceful 
reciprocal act on the part of India It seems probable that this 
benefit could be conferred on Canada without any appreciable loss 
lo India We have al*o received 'slroug representations from the 
Government of Mauritius and the Mauritius Charahers of Commerce 
and Agriculture requesting that preference maj be given to Mauritius 
if.snuo. nm market. Wc realise 

that, judged by ordmarj. economic princi 
pies, the ca»c for a preference on MnunUns sugar is not strong 
The proportion of Ifniiritiiis sugar to the total imports of sugar into 
Imha IS Mini!, and tin re appears to be little probability that Mauritius 
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CHAPTER XIV. 

The Form and Application of the Tanff, 


266 Customs duties take as a rule one of two forms They 
Bpeoifio ana ai vohrm either epecifie, that is to say, the duty 
dui 68 IS expressed as a definite sum to he paid 

for a definite •weight or measure of the commodity, or ad valorem, 
in which case the duty is expressed xs a percentage of the value 
of the commodity TanfTs m their earlier stages have usually 
been based on nd valorem duties but in most of the more advanced 
countries except the United States ad valorem duties have been, 
wherever possible, superseded by specific duties 

2G7 Tho great advantage of a specific duty is the ease and 
At 4 .t certainty with which it is collected The 

tagea. Customs ofnciah ha\o to perform a task 

(0 adndmitrat ro which IS binlly moro than mechanical 
There is little possibilitj of dispute between the customs authorities 
and the importers and little opportunity for fraud In these 
respects the sjstem of ad valorem duties is ohMously less desirable 
In tEc case of an ad valorem duty the pumary difficulty is to ascer 
tain fairly tho •\‘ilue of the goods to be a':se'?«ed In India under 
section 30 of the Sea Customs Act the value for purposes of customs 
assessment is based on the current local wholesale \alUB if ascertain 
able, and otherwise on landed cost In other countries it is more 
usual to base the value upon the foreign selling price adding freight 
and other charges Both ^sterns have their incom enienccs The 
Indian system places a heavy responsibility on the appraisers The 
alternative system lends itself to the presentation of fraudulent in 
voices, which it is difficult to check without an elaliorate and expen 
sive consular service "When duties are at a low rate the disadvant 
ages of the ad lalorei i system arc less marked , but with high duties 
the assessment of the s slue of the goods becomes a matter of serious 
pecuniary importance Tlie honest importer is likely to dispute more 
keenly tho valuation while tho less scrupulous may be tempted to 
evade the duly by false declarations, or may endeavour to obtain a 



•C I On the other han<l| ^ixxiHc <lut)cjt | ^^c cbtioui ihtniUsiit 
11 0 «ul 1 Ij »( r.t. .«! "•'« r'''"'’ "" fliicluilini: eon 

4ait fiJenhU ft »|»e<>fic tlul> rr»ulU m eontinuil 

cliangci in the rate of dutj ^\lJcn tmcei faU the fi>e€jfic dut> la 
rtlalitcb high , -nhen i ricci rise it w n-Kl»\cl> Jon. /gim a rpcci 
Cc dutj con^c}a fts o rule to the genera! publie, nnd c\eu to ft innjo 
ntj of the I/egislature, a aco imperfect idea of the rate of dut; nnd 
the actual burden ovhich ii being imxoscd , nnd in the dixcu^ion of 
Euch duties in the Jjegiskturc a marked nd\anla(,o is enjoyed hj men 
'rilh expert knowledge, who ore prcctsclj those who nro likcb lo bo 
pcrBonall^ interested in the dut) A sjblcni of npccific duties tin 
doubtcdly tends to occommodato itM;lf wore easily to the production 
of effects not really intended by the legislating bod> 

<270 So far as the Government revcouo is concerned the ail 
. valorem B^stcin is probablj more ndvaii 

t ) oTcrameat MTfno« tagcotw It providcB for on aulomnlto 
increase m the rerenao vrhen prices r^se, trhrie the epeeihe <l(ity 
provides against a fall in tho Government revenue when piitci 
fall On tho whole it appeam more dcsirablo that the rovinuo 
bhould increase automatically ns tho needs of tlio (Jovnininonl nio 
increased by higher prices, thon that tho Govirnmiiit lovimto 
should be maintained unaltered whoa owuig lo a fidl Ju pilurt tho 
eipenses o£ Government nro dimiuwhed 
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271 Finally from the point ol mow of protection the Bjslem o! 
(0 ..Uqnnoy .1 ptoim "^pcufie duties gii £3 uo assuranco that the 

intentions of the State tviU be earned out. 
If the gcJiBrfil le\el of prices rises to a marked degree, the full 
protection designed by the Legislature may not bo afforded If 
on the other hand the general lc\cl of prices falls, the protection 
may prove excessive 

272 Hitherto 'wc have discussed the question ns between spcciQc 
N.lmi irnnHiDM or. Ik. “nd cd Valorem duties as i£ the choice wceo 
inpoBitionoftpccifiodituB. m qH eascs free But it is evident that 

this IS not BO A specific duty cannot be imposed unless there is 
tilhcr little variation m the quality of the article concerned or it 
IS possible to define the different qualities with considerable 
accurncj Unless these conditions are fulfilled a specific duty is 
obMously most unfair, as it results in charging n uniform amount 
on articles of verj different value It is evident therefore that 
any considerable extension of specific duties involves a corres 
ponding elaboration of the definitions in the tariff For instance, 
It has been suggested that a system of specific duties should he 
applied to cotton piece goods, At present these form only one 
Item m the tariff schedule, and are not further defined But if 
hpcciflc duties were applied, it would be necessary to draw up a 
number of different headings and to enter into minute definitions 
rurther, it is clear that certain articles would never be susceptible 
of treatment by means of specific duties Such Hungs as machmery 
or certain kinds of apparel have a range of value per unit bo wide, 
that it would evidently be out of the question to put n unifom 
amount of duty on all units 

273 The Indian tariff at present is based for the most part on 

ad tolorcm duties But certain important 
an TftiTiUioua. nrticlcs such as salt, kerosene oil, liquors and 
matches are subject to specific duties, and other important classes 
notably sugar, metals, silk, chemicals and d> cs are assessed by means 
of a special combination of epeciGc and ad valorem duties known 
as tariff valuation The principle of a tariff valuation is that the 
Government from time to time determines tbo value of the article 
for purpoxea of assessment, and thereby xclievcs the customs 
officiaU from this part of their task The sanctioned ad talorcm 
rate IS then applied to the conventional value fixed for Uio article 
The tariff valuation is thus equivalent to a syblcm of specific duties 
adjusted from time to time to meet fluctuations in prices, the basis 


274. The onliriry n lr!a \ • I to fj r'» Ia*,"! 

rrf ,, r.1 t '»>"»'■>■■ « J'-f 

Llit-caUnS <».«>> <-n. ire ! -•^1 c »« !r*^li •» I •*, f{ 

curnnl rilfs nrnl fultjrc tie et-’r-fi W -5 e.» far *.• 

jiismMc to fix n %ahn1i *i atlK'i »' all r-'t tliTcr ft n t’ *“ 

actual \aluc tlurirc l! c j* n 1 1 r t'l i* r \aj .ati n »* »•» f r^r. 
Thi. \alunim la thrirf^n. in il»* ratjtr *i ru rt'irat/* or fi 
Lnd II sonclinra Injip'-na lint pncra «1 , r ,i fdljrr ih'* cuii»‘* 
aaticjjnlod, t jth the rr'wlt IJ at ll <• itriH aalinli n thUrf r *1. 
fcidcrahlj from the ncttinl narl rl anliie !» » circuntaiieri 
traders Uifrc'iuctiil> cetnpliin. Jlut th'rc la Another tiKlh'd 

tfhicU Las Lccn followcl m the ca»c «f hu^'ir. JIrre nn Altcnipt 
u made to estimate the probaWc courv; cf itrntA. 'Ih'* \nlintinn 
u au automatic procc'H. The \ftlimlion for cich jenr »i hnsid 
on the ntcr.i(tc snluis of Mi^nr for the l\\(I\v niniilliit prixitintr. 
There no pretence tlmt the Miluntioit ^h(.llId r'lrrrspnnt to lliu 
actual \jlut for the period for uliuh it js in furn A frniil ly 
contcntiooal siiluc is fixed Jlut tlm ^^^lclll luii tlit iidvaiitni'o 
that the human factor is (liniiuitttd, (ind that ininluttila urn iihln 
The T»’«»tien to calculate oliind npproxiinatily >\liat tlio 

irefirrcU. \aluation Will be A of thin mituio, 

based possibly on the pritts of the prcct<lirin tlino ytnra iniildid of 
one }car, seems to us to Iio\« much to cotniiutid u It ^\ollhl 
of couTEc bo necessary lor Uotcnimcnl to jnihliHh monthly Ihn 
prices which would ufterwardM form thu liioila for tlio Milualioii | 
^d ^re realise that this mie'lit lie a aoniowliul rhtlioinlo hiiNlmriri 
if the system were widely extended Hut wo Ihinh Ihitl a rn'lioiini 
of this nature goes so far 111 tlio diMiti'in of toiohhilnn tho 
advantages and luininuKinc lliu (liHadvaiila{M n i>r llio iipMlIlo ond 
od Valorem sjstems Ih il Ih t laiiil It nut loluhl I'o iHihImI Id 
examine the feiiHihihlj »ml «h tindnlili o| (li> ti«o m| 

system based on tin «« pi »» ipU n 
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275 It has been suggested tbat the tariff valuation system just 
acbcubed not only has the obvious 
tariff^ Tainatious ou°protec° 'idxaut'iges to ^vbich attention has been 
tiyeduhffs directed, but m a protective tariff operates 

to the advantage both oi the producer and of the consumer "We give 
m Appendix E a table showing the effect of tariff valuations on this 
basis as compared with ad valorem duties under various possible com 
binations of prices It is clear that when prices are low the tariff 
V nlaation gn cs a hea-\ ler actual dutj than the ad valorem system , 
when prices are high it giaes a lighter duty It has been argued 
that this result is to the benefit both of the consumer and the 
producer 3^hen prices are low, the consumer can afford to pay 
a little more in the shape of duty , when prices are high, it is a 
lelicf to him to paj a little less dutj Prom the point of view of 
the manufacturer, vhen prices are low it means that there i'* 
dcprcs->ion in the industrj , it is probable that there is depression 
olscwhtre, and tliat foreign countries will be prepared to sell their 
products at a ^e^y low figure in the Indian market At such 
tunes the Indian producer requires a higher degree of protection, 
and this is \\liat the tariff \tiluation sjstem will give him On 
the other hand when prices arc high, the industry both in India 
and clseuhcrc is doing wcU , the demand is m excess of the 
supply, and therefore the Indian producer is likely to reqxure 
pioporlionatclj less protection 

27G Our general conclusion is that, while tbo Indian tariff must 
bl.es. Juli., '^"“1'*“ “b present ad valonm and 

Tftiaatioca to bo oxtendoU specific duties and tariff valuations, the 
caul onjiy stcm o£ specihc duties and tariff valua*. 

tiona might be extended cautiously, wherever examination by the 
Tariff Board shows that this is likely to he in the general 
inlercbts 

277. Any considerable extension of specific duties or tariff yalua* 
to, “evrlatly lead, as wo have 

fe \ . pointed out above, to an elaboration of the 

temoTo ambiffuitica tariU In mj CISC MC think that clabora^ 
tion IS desirable Wc have been given to understand that in many 
cases the present wide categories give rise to difficulties of inter- 
pretation. Ambiguities ansa from a particular articlg coming 
partiallj under ono head and partially under another. Such 
ambiguities can only be removed by a more detailed description of 
prticlM, and we think that the elaboration of the tariff oq these 



2T9. Wc iiV<J th« opportunUjr of h^rc a yw^ml to 

™ >'ra'™ nlltniion 

CO isUtt^eJ BM in ^^lll^ tin' tri'ilmcnt at 

<l«*ftrieal trin«ini«^ion c^'tr. pnmi'K lint tli'' nf nrtipl<*< 

in tlip tariff shoiild not lie tmtpil on the nilrntions of the Importer^ 
nnil the use to which the nrliclM are to he put The cuilom4 
officers must he Ri'cn a clear definition winch n rnpihle of 
jnimcdiatc identification If once consnierntioni of intention 
enter, it hecomc^ dilficult for the customs officers to make n proli* 
ininarj decision ns to wJiat the intentions may he, and it hcconics 
necessary to Tcnfy auhscfiucntly by rcTatious enquiries whether 
the presumed intentions base been earned out. 

280. It is noticeable that most of the protectionist countries bavo 
adopted Bomc form of double tariff. The 
DonUetanffi" Commonest form is the general and conven- 
tional tariff which arises in the following wiy. A general tariff is 
passed by the Legislature Commercial treaties are then negotiated 
With various countries providing for mutual tariff concessions Tho 
concessions granted to one country as the result of auch a treaty are 
usually by the most fnsoured nation clnuso extended to all other 
countries As the result, therefore, of a senes of treaties a second 
or conscntional tariff is developed which embodies all the concessions 
granted ns the result of these commercial treaties. A second form 
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of the double tariff js known as the maximum and minimum pystem 
In tins ca^c the Legislature frames two tariffs one at a higlier and the 
other at a lower rate, known ns the maximum and the minimum 
Negotiations are then entered into with other countries, and when 
satisfactorv concessions are rccened from them they are admitted 
to the benefit of the mimmum tariff cither generally or m respect 
of particular items Tlio s\slom differs from the one described above 
mainly m the fact that the concessional lates are laid down by the 
Legislature and arc not left to be determined by diplomatic negoti 
ations with each counlrv 

281 TVe have no hc«italion in saymg that neither of these 
r j svstems IS in the least suitable to Indian 
nan la o to n a. coiiiitions It lias to be remembered that 
countries which export manufactures largely are faced with special 
difncultios in the war of hostile tariff** and they are driven to the 
necessity o! meeting those diflicnltios by mal ing special arrange 
ments such as those which issue in these systems of double tariffs 
Hut India is mainly an exporter of raw matcrnls her exports are 
not faced b> hostile tariff walls and she is not set therefore under 
the ncces its of pushing her exports bv means of special negotiations 
or the grant of reciprocal concessions On general grounds it is 
obMousla desirable to aaoid this system of double tariffs if po*sible 
c arc reconimendmg a more oi ic’'« ecicntific determination the 
amount of protection required b\ each industrr A double *anff 
would upset this principle of granting adequate protection It nnuld 
nil an that one of the tuo tariffs aras cxccs«i\c or inadequate India » 
pohej should be to impose the duties aihich her own actual conditions 
demand and not to frame her duties with reference to ana other 
con^uleralioiis The objections which wc haae just pointed out apply 
of course to a profereutial tariff, and we haae alrcadv indicated them 
m discussing the principle of Imperial Preference "We haae given 
our Mcw that India should not adopt a general preferential sj&tem , 
and any preferences that mnv be granted on particular articles will 
not be equivalent to the constmctiou of a double tariff of the nature 
we arc here discussing "* 

2'^2 At the same time while we are con\ meed that it ls neither a 
Petal Jntiff tnieu u oE nccossitj nof of advantage to 

ewpiojt^i In CMC* of cei-et India to attempt to obtain special concessions 
^ for liersolf bv means of negotiations still 

less to embark on anv kind of nggres<uvc commorcml polios we admit 
that cases might arise in which Indian exports arc treated unfairlj 



2*1 rrnliM' tlint flj«* |*rt>cMurr fnr >mix>»ir«? B>i> imeli penal 
rnr«..ltiMfoTl«n{y«ltf TfllCH tuivlit l>«* runjbrnn-* The iie};otiai,nnt 
‘lutiM. vliich vniiltl prt^ceih oi»\ such nclmn hojjM 

lia\e lo Ik* coii(liict<'<l throtitrli the Hntish ({oveniimnt nnd it wotthl 
Ik* ijwswn for the Untixh (loxcnimuit Irt nniulnin n n^’hl of inter- 
fentjpo III ciiK tho nclion xxliich India x\i»hrd to take «crx. likeh 
to ilTc*c* tho lu-'er iiilori-st* of the Tnipirc 

284 Wc do not xush to Icnxt the imprr'ision (hnl m mentioning 
Iiijanofl. •ffeeu of UHff possible neecsnitj of impoMiig penal rates 
x\c arc in fnxonr of sneh action except m 
case of extreme nccossitv, or are not fidlj conscious of the wulesirnhle 
results of tariff wars It is seldom that a tnrilT war has done anj- 
thing hut harm to both the countries xxhich ha\e entered on it Even 
retaliatorx measures which acliicxe their end are not uithout 
their disadsantagcs The> disturb the rate of dutj uhich is con 
hidorod nocofiRarj for an ludnstrj, and if thej are not imnicdiatil.x 
Ruocessful xesfed interests maj #rro» up under shelter of a duty 
xxhich from the point of xiew of India is excessixe nnd it ma> be 
difilcult, oxen xxhen the necossiU for retaliation has ceased to lower 
the dutj to the real econoinie level We esnnot hum up the policy 
xvhich xxe recommend for other than Imperial trade relatiors more 
clearlj than m the xxords used bj the United States TarifT Com 
mission in its Ileport on Heeiprocitj and Commercial Treaties “The 
United States should ask no special fnxours nnd should grant no 
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special fiTonrs It <51 iqu!(1 p-^ptcisc its pnwcis 'ind ‘.hontd impose 
its pensltips not for the pnrpose of Rocnnng disci imnntioii m Us 
favour but to prc\cnt discrimra'ition to its disadvantage ” If 
India obserscs these principles mc do not anticipate that she uill 
be drncu to take anj rctaliatorj action except in veij rare cases 
285 Under the existing law no etiatoms duties are levied on goods 
belongin' to the Government "We base 


Oaetoma duty bK aH l>, _ , , , . i. . 

charged on gooda b- oog ng received a considerable amount or critiaMn 
to G TwomeDt. proiision Government is the piin 


cipal buyer of goods from abroad and it is evident that, if Govern 
ment slorcs come in free H iinjiort duty, Indian niannf actuu •• wiU 
in a wide fuld of comp'^tUiou not receive tbe protection di •digued 
for them It is true that ibis point has been realised b> the 
Qovcininiiit and that it has been laid down that m comparing the 
prices of Indian and imported goods the cost of import duty should be 
added to tbe imported gcods Tins however is merely a j ipcr 
transaction, and we found a general feeling among industnalists 
that tKis safeguard was not one that could be lehed on fulh 
"We share these mows The safeguard prescribed by the Government 
may easilv be overlooked by individual officers If on the other 
hand dut\ is actually collected on Government imports thcie can 
be no possibility that this item in tbe cost of imported atocts will 
|rcmam unnoticed We iccomuiend therefore, that m the iiiti rtsts 

E f Indian industries duty should be charged on goods belonging to 
lie GovLrninent, and that the proviso to section 20 of the Sea Customs 
let should bt repealed 


28G Tills general lecommeiidalion must be understood as subject 
_ . , , to one obvious qualification There nrc 

articles not iikciy to bo certain articles such as guns rifles, etc , 
^T^to Voteipi •«“ which could not po'^siblj be made m India 

by private cnterpn«e and it is evident that 
no purpose would be served by going through the cumbrous and iin 
necessary process of assessing duty on such articles In these cases 
examination or assessment by the customs ofllcmls would be a mere 
I waste of time and monej Wc recommend therefore that all articles 
[ of this nature namelj, Midi as are not likelj to be manufactured in 
I India by private enterprise alionld be exempted by special iiotificn 
tion under the Sea Customs Act 

287 He are aware that certain objections have been taken to 
oi))^t ons »o ti iproi<o«ai the svstcm of jiayiug duty on Oovermnoid 
not of fTOBt importBuco imports which we advocate lint wc do npt 



Til s liowc%cr n mattrr of m mrnnl to which tt wojtil 

oul of plicc for u^ In makr fttij rrromm^ncliliotit A thin! ohjocti'’a 
of more itniwrlnnco has bc^n ra>*-<s1 The ntloplion of thr rtij« which 
VC propose will mean tint «!u!j will for the firal lime I*** pail oq 
ml^-a^ mntc^^l importetl J»j Slate rai!w8>T» vorkwl bj the Mate, 
(’onsequenlli the cohI of rnniiin;; llieso niilwnjH will be mcrcaaed, 
nml tlu<, It IS R\i"j;e#lc<t might iieeeN^itato an merrase of fmghl 
nb*s aiul fnrr» Me <lo nit hovc>cr niiUcipatc that ttj)> >iirh n-'iult 
need nceevsirilj follow \\c most |»oinl out in the Cr*l place that 
the dut} Id nlrc uh pud on inntcrml imported b) companj vorkctl 
nih\nj(i, and to charge dii*\ on Oo%ernmenl importa would merely 
I ut the State worked rntlvnjn on n Iciel with the compan> vrorked 
raibnjs rnrlhcr the fin incial po:>ition of Oovcnmicnt i> in no way 
impurwl b> tlnrgiiig dul> on (loiinimcnt storis K\cn if tho 
•'late railways make Ic»s jirofit and the State rc\cnuc8 arc in Dus 
rcipctt diminished, the Gcicmmcnt rcccncs an enhanced revenue 
from the cuslonis dutj paid The finnficial poaition of the Govern* 
Dient of India looked at as c whole w in no vaj affected 

288 But while we ecc no objection to duty being charged on tho 
Import duty oaruiwiy Olid rolliug stock of State railways 

luteruis. worked b> the State, juat os it is charged 

on the plant and rolling stock of other railwajs, wo must not neces- 
sarily bo understood to endorse the suitability of the existing rate of 
duty on these articles In the budget for the current year it was 
proposed that the duty both on machinery ond on railway plant aud 
roUmg stock should be raised from 2^ to 10 per cent These two 
classes had hitherto for reasons of practical convenience alwnjs 
received similar treatment On grounds which we entirely approve 
the Legislature declined to raise the duty on machinery from 2i 
to 10 per cent , bat the proposed increase on railway material was 
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passed mthout discnssiou The proper relationship of the duties on 
inaclunerj , on railway materials and on iron and steel (which is al>o 
now hable to duty at 10 per cent ) is a question of some complicatioji, 
which we think will have to be examined 
Ci) rercnno e ect ^ Tariff Board “W e only wish to draw 
^ttentlon to tuo points The first is that, as the bulk of the profits 
on nihia^s accrues to the State, the taxation of railway nnternl 
has T xery much smaller pricticil effect on the revenue than appears 
nl first Bi"ht and that a h*gh duty may be of comparatneh little 
iniortuiice from the point of -i eu of 
(«0 prot«tiT« effect ig^enuc The second point is that wliile 
'i high dutv will gi\e protection and therebj encourage the maim 
fueturc of radway material m India an object inth which we hnip 
e^cl^ s}-mpnthy it la by no means certain that a protective diiti is 
the best means of encouraging such manufacture The principles 
ulmh should poaeni the encouragement of manufacture of iiiilvav 
material ate not unlike those which wc ha\e laid dowu for machiuery 
fu the ca«o of machinerj we pointed out the luidesirabihta of 
cnenni aging manufacture in India bj tbe deaice of raisnm the 
cost U» the purchasers of machmerj in India and we retoi i 
11 Hided that wherever a good ca^c nas made out for the cimouragc 
mciit of the manufacture of machiuery in India such encouragement 
should be gnen b) means of bounties A cheap railway straicc 
IS of ncarl> as great mportance to industries ns elieap machinen, 
and It would be difficult to justify a high duty on railnaj materials 
if it wre likelv to raise the cost of the railway service mcreU in 
Ouhw to protect the manufacture of railwaj material m Imlii 
Moreover we doubt whether other methods of encouraging «uch 
manufacture would not be found at anj rate cquallj efficacious Wo 
examined in Calcutta the rcprcscutaliae of the Indian Standard 
Wagon Coiiipana Limited aiul he admitted that perhaps the point 
of iiiO'it importance to the work of this companj was a steady stieaiu 
of onltrs and that if Government would gi\e a coutrnct for a period 
of sears on a sliding scale of prices the compaiu would receive aery 
substantial encouragement W e doubt, therefore, whether it will bo 
found either nccessarj or advisable to maintain a high rate of duty 
ou railnaj material mcrclj in toiisid ration of its protective effect 



roinio' fiTtii. 


PT 


CHAP PER XV, 

Porcign Capital. 

2Py ptri tn «fiv •ch'-m** of 

•nion*. rf fsrrim n ntil m \irw f f . iir rr.'om 

to drrcto^ In'll* lli< n itf liitlm rintlmp 

wii,M,pieon n«l«<|into cipitnl nnuiroH rtntnmfttioii 

la lliLs cuniipclKHi nifltn uittirv>CH wlnt t'n\r* cM<)rfirp lirfory* tit 
rp..'imlr«l flic ih*vmI rhft nf in inflow of foru^n mjnfnl ni nn pvil 
I') he oi>i*oso<i In >.pcTinl riHtficlioiii The iirKumcnl ns Hinted 
Ml Its most rcnsonniilc fonti is ns follown — Protcclmn n 

Racnfice on tlic ptrt of Imlia Indw is not prepared to incur Ibnt 
sacrifice in nrtlcr tlmt otlicr eonnlncs tnn> reap the benefit If the 
capital for tlie new ind istries winch will be ntnrtcd in India tinder 
a Ktatem of protection u Indian the profits of tliosc induatncs wilt 
n‘o to Indians If on the other hand to nn> considerable extent tho 
cipital attracted to Indian industries is fori.i}?ii, tht inlvan 
tijjis of the Indian tonstiiner’H Kicnfice will go to tho 
foreio’tier This iirpmocnt dernts its plansihditv from ilm 

fatt that it docs not Htntc the cast full} If it wtru 

true (lint einplojnient of forcipn capitol would increh hcnrflt 
the forei/n capit dist and would not benefit India, no oiiw would 

hesitate to oondemn the use of foreign tnpitid Hut wIkii tho 

matter js reall} examined, there can he no doubt tlint, though tho 
foieign capitalist iiiav get his profit, the mum ndsantngo from tho 
einplojment of foreign capital remains with the counti} in whith 
It IS emplojcd In the case of India this is purticuhirl} clear 
In the earlier part of tins report wo Jmvo inciitioned that 
Eooaoimo adTMUges of India sulTcra notorious!} from a lack of 
the Me of foreign capital, capital, and that for licr rapid doNtlopmcnt 
more capital is urgcntl} icquucd If thoriforo m addition to lici 
own resources of capital nIu- is able to nttiuLt cupUnl fioiii iibiond, 
her deteloproent will iji uttolt-intMl JJm Honin j>»liil iii;i\ lie 
expressed m a slightlj dilTeitnt wo} Trolccthm iiitallri n Hiitiillce 
on the part of the coiisuniei Oiu object tlionld bt tn iiml c th«l 
sacrifice as bliort ns possibU Iho wieiilko in lomplelc when thw 
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new industries h'l^e fullj dt^vclopcd Ihercfoit it is of the first 
importance that the de\tlopment of new industries should proceed 
1 % npidh S'- possible flic more capital is employed in the devdop 
ment of industries the more rapid will that development be, and 
therefore the shorter will be the peiiod of the burden on the 
consumer Moi cover, apart from the mtiinsie benefits of increased 
supplies of capital, the foreigner who brings his capital to India 
supplies India with many things of which at her present stage she 
stands greatly m need It is ou the whole the foreign capitalist 
who iinpoits into the conntiy the tcehmcil knowledge and tie 
oigaiusdtion which aie needed to gi\e m impetus to inditstn 1 
de\eIopment It is to him that we must look laigely at fust 
lor the introduction <f new industries ind for instiuction in the 
economies of mass production By admitting foreign capital 
frcclj India admits the luosl upt( dati methods md the newest 
ideas and she benefits h> adopting those methods and issimilaliiij. 
those ideas If bhe tried to exclude them the policy of industnd. 
isation winch wo contemplate could with diificulty be brought 
to a reallj succissful pitch Wc h Id thcrcfoic tint from the 
economic point of mow lU the admit iges which wc anticipate 
from n policj of inciciscd ndustmlisation would be accentuated 
by the free utilisation of foicign cipital and foreign icsourccs 

J90 Some witnossea ]ia\c admitted this and yet have declaicd 

CftMM of twtruit of fio not wish foreign capital to he 

fore capUivi. admitted except under defimtc restrictions 
^\ hat then is the cause of this neglect of an apparent economic 
adiantagc? The rcssois for the distrust of foreign capital, 

I Lcentuatcd as thej are undoubtedly at the present moment by the 
political atmosphere, appear to us to be mainly two It is alleged 
that the vested interests of foreign capital tend to be antagonistic 
to politKal progrc's, nod that if ns a result of protection foreign 
capital Hows frotlj into the country and non Indian industrial 
interests strengthen themseh es, their power w ill be thrown definitely 
ml ihc M i1 npriuist the j oliticil aspirations of India Secondly, it 
H all \ tl ul loiLi„ii t ij It ilists tal e no trouble to tram np Indians, 
and do lot ^i\c tbim a mtonible chaucc of rising to po itions of 
rtspoiisibililx w th the result that enterprises under foreign contixil 
proluct far Itss benefit m incroa«ed emplojonent and tranung of 
Indiana than theoreticnll> they should produce "Wc do not 
propose to discuss the nccnrncy of these assertions which are 
ohiiouslj incapable of definite proof There appears to us to be 
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UTl.b-.ti J o cm>i foT * t. * ripllx to tl P ro'tn.tir.nx «hipli Inxc I r*-n 
' ‘1 f'*- npplK-tu T. 1„ nnlfiUii 

jomt ».• *p 1 inilii«trnl or •«hij j me cm 
pimps It Ins J ppji siipppstpl ilifti nil ftjrlj pompinirs slintiM j 
rr^jjslrrpfl jij I>»ln xxjtli ruppp pipjffl! nml tint iJip JtoinJ of Dirrct 
ors Rhould 1 >p lopitod jti Iiuln It is pprlnps rot pmcrnlK tmlisinl 
tint the Iftn nt prts nt proxxfps tl fit nn\ pomp^jiu trulmp m Iniln 
imist be rppis1crf<l m Indn llip reil object niinecl nt in tins pro 
posal IS tlint tliP iiPid o'lice of the concern sliouM be in Iiulin It is 
PMdent tint n proxiMon of tins nntnrc coupled x\ nIi the insistencp on 
llie lloird of Iiirc*tors bcin/ loiilcil m Indn would tend to 
idcntifv tlip conij'iux more closeh with Imlin nnd to that extent 
would be nn od\jntn/i Hiipcc cnpitnl would confer n further nd 
Mntnpe m that it w/nild fncilit ite inxcstmcnt b\ Indnns nnd there 
fore help to keep the profits of the conccni in the country Wc ronlise 
that those objects are in themseUes desirnble But we feel that 
tic ptielui! cfult of nttemptinp to secure them bj legislation 
would bp that such business concerns ns did not wish to eon ph 
nth these conditions would be encounged to cirry on as prune 
companies instead of formiig thcmselxes mto joint stock com 
lames, nnd tins we slionld regard is nn unfortunate result 
Under present conditions the heixj income ta-s in the United 
Kingdom proxides a strong inducement to sterling companies to 
come out to Indn and adopt lupce capital , and we think it 
preferable to lease this process to develop itself on natural lines 
rather than to trj to force the pace by compulsion Suggestions 
haxe also been freclj made bj a large number of xMtnesses that 
it should be provided by law that a certain percentage of the 
share capital should be held br Indians or at least that Indians 
should be gupn a fair cbaiicc to siihseribe to such companies on 
their initiation Uiat am attempt to roserxe h% statute 
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a proportion o! the capital for Indians ivould not onlv flis 
i-ouragc the investment of foreign capital, but would also iU 3 ure 
the interests of the Indnn shareholders Such ^cse^^atlon eonld 
only be seemed b\ practically pimcntmg the transfer to Europeans 
of shares held bj Indians whilst permitting the free sale of 
shares held bj Europeans Two markets for the shares would 
thus be created, a limited one for Indians and an unlimit<*d one 
for Fnropeans the former consequently being unable to inlise 
full maiket \slue for then holdings "Witnesses who h'V\c pnt 
before us these suggestions hme been umble to indicate anj wny 
out of the dilemma It his slso been suggested that Indian share 
holders should be gi%en the right to elect their own directors in 
proportion to their holdings in the company We need only point 
out that the existing constitution of companies is purely democratic 
and proaides in our opinion fully for tile adequate representation 
of shareholders The proposal to which we base referred amounts 
to a claim for communal representation m industries The 
principle of communal rejirestntation is admitted to be unfortunate 
in politics , it would be liUdy to be fatal in business, and would 
merely accentuate lacial feeling We ba%e in another place dealt 
with the propostl that it should be made comiliilsory on ill 
industrial firms to tram Indian apprentices at the expense of 
Qoaernnient The objection which we hn\e there stated to any 
such geneial pro\iMon applies with equal or even greater force 
to any suggestion that such an obligation should be laid on non 
Indian firms alone , 


292 We think, however, that where Goa eminent grants any 
thing in the nature of n monopoly or a con 
ct SOI) here public mone\ is guen to a 
coocftflont mpans in the form of ana 1 iiul of subsidy 
or bounty or where a licence is granted to 
act ns a public utility company, it is reasonable that Goaernment 
should make certain stipulations Wheie the liulinn Go\Pinmont is 
granting concessions or whore the Tiidian taxpayers’ money is being 
dc^oted to till stimuliitum of in enteiprisi, it is reasonable that 
special stress should la laid on the Indian char icter of the companies 
thus favoured In all such cases wc think it would be reasonable to 
insist that <;ompames oiitoamg such coneesMoiis should be incor 
porated and registered in India with rupee capital, that there Bhould 
be a reasonalile proportion of Indian directors on the board nnd 
reasonable fneihtics should he offered for the training of Indian 



293 Wilh the exception of mch Fpecml c\se.s ju which Oo\cm 
>0 fortUr Otlefottiuilna crnntmc er»nceMif>n^ we feel thU 

It IS undesirnhlc to nllrmpl (o (lifTcrrnl nte 
between forcipn nnd Indian cipilalista The economic nehantapes 
if attnetin;? foreign ospital fnr oiilweicli in\ ohjeetion llnl innv 
he tnhen to the fict that the prifils of the indtistn to n eerlnin 
extent lease the eountn It must he remembered that no om 
woull ndsocate a polics of protection mcrch m order to cnrieh 
capitalists Capitalists arc enriched hut this is morelj a matter 
incidental to the main object winch is the development and enrich 
xnent of the whole countrr ■Whether the immediate profit goes 
to a foreign or an Indian capitalist the mam and ultimate end, 
namelj the enrichment of the countrj, will bo attained At the 
same time we arc entirely conscious not less from the economic 
than from the political point of mcw of the importance of 
foreign capital identifying itself with the life and with the 
interests of the country m which it is being employed As we 
have already stated, we think that present economic tendencies 
jivA* J! aVj W-9 

’auscs to produce their effects and would not favour any art ficial 
attempt to promote them by legislative enactment The restne 
lions proposed amount to an interference with private rights 
which we think it desirable to avoid and even if this consideri 
ton were ignored, wn do not 1 ilicvo that it would he possible 
to frame any legialtilhii rii fheHO lliieH which could not easilv ho 
evaded by a forilf'iier flMlim Ihi iiph the intermediary of an 

T 
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Indian nominee Standing on tbe threshold o£ great industrial 
possibilities, feel that onr recommendations "Will be in vain if 
the free flow of capital is to be impeded hy the erection of artifiiial 
barriers We have shown elsewhere that capital in India la shy, 
especially in regard to new indnstnal enterprises Nor is the 
Indian imestor satisfied with th^ low rates of interest at uhnh 
in normal times money can be borrowed in Europe Tins fact 
js illustrated bj the recent issue on the London market on behalf 
of one of India’s largest industrial enterprises, the Tata Iron and 
Steel Company, of a debenture loan of two million Stirling 
India also needs foreign capital fc r varions works of public utiht\ 
She IS committed to a large progiamme of future borrowings In 
addition to the 150 crores mentioned m the preceding poraguinh’ 
thue IS almost unlimited scope for the employment of cipital in 
railway extensions, irrigation and hydroelectric works, haioour 
and municipal developments and other producti\e 8our<’e'» >£ le 
aenue It is essential that such capital should be borrowed id the 
cheapest market and on the most favourable terms If, howetir, 
legislation IS enacted putting obstacles in the way of the enph} 
TTient of foreign capital India’s credit abioad will be injiucd md 
the Britwli investor also will become shy The result will be that 
India will not be able to obtain the money that she requires bitb 
for public and piuatc purposes oi v\iU onlj be able to obtain it at 
materially higher rates 

294 "We do not know to what extent the views put before us 
Prewot feelings not ^ ' ^'CH 1 itncsses arc generally held, but 
liksiytobs pcTOanent regard tills Opposition to foreign capital 

as a pas^sing phase due to other than economic causes "We believe 
that the present feelings of tension will die out, if they are not kept 
alivo bj irritating racial disci immations for the trend of thought In 
India IS towards the ideal of equal opportunities and rights for all 
Within the Tmpirc There is room both for Indian and British m 
the vast field of industrial deaclopment, and we boheve that without 
an> legislatue compulsion it will be found that the two communities 
mil cooifcratc mAeasingly to the advantage of the country as a 
whole 
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CHAPTER XVI. 

Indian States and the Tariff. 

J95 When our questionnaire ttbs i.^jM cnpie# of ji nrns 
la^luflfiutrtroTKwMia eirculftlwl lo Indian States It wna frit 
thoUriff roller (hnt thc> were closrli concerned m 
the tariff policy which mipht be adopted hj the Goicmmcnt 
of India, for, cnclnscd ns thci arc within the limits of the Indian 
customs circle, their intcrc-'ls both as lonsumers imd ns product m 
ire idcnticil uith those of the poimhition cf Itnfish India In 
sddition to a fen separate comtunmcnti ms m nrened a jiimt 
piemnrmdum representme the mows of ud less timii 12 Indian 
States, and avo bad the advantage of examining at Delhi 
Hr 'Manuhlni X Alchta, Minister of the Dnroda State, m coniietti n 
with tliLs joint iDcniorinduin 

290 We regret that wo have been unahio to deal witli llie 
AlW... rf ci-om. to Sl’tl’ tu IjB 

terenae not withm cor pop- of the inost immediate and prmtuul 
importance It was stronglj urged iti (lie 
joint memorandum that the tunc had come, now that tlio inconio 
from customs had risen to such n higli figure, to consider the ilium 
of the States to receive some share of that income Wo Jiild, 
however, that the terms of our reference did not cover an tmjmiy 
into this complicated subject, which would raise quostM ns oC 
treaty ohhgations and of contributions from tJio State* for ttio 
defence of India as a whole Our duly Js merely to recommend the 
h'’st tariff policy for India, and not to attempt to decide how tlio 
proceeds of the customs revenue should ho divided 

297 Leaving aside this question, wo found that tho vIowh of 
">« Slalc‘= craniiili 1 >v)l)i flia 

ninatmg r^otectioa McWrt which Imvo liciii oxjnissid to ill 
in other parts of India It ih liuo Hint m ono put of Mm 
joint memorandum it was said that, if the StuUs \\<rt uiuiMe to 
secure any BatisfacUou of their claim to a i,liaio in ttio iiNtoim 
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rc\enue, it might be to their advantage to keep that re\enue as 
lo^ as possible and therefore to advocate a system of free trade. 
But it Tvas made clear m a later passage, and by our oral examma- 
tion of Mr Mehta, that the real "Mew of the States was that for 
themselves as for the rest of India a policy of discriminatmg 
protection wns the most suitable Their final conclusion on this 
point 18 etated lu the following words : “ that discriminatixig 
protection must be resorted to for the good of the country ” 

298 Trc ha\e considered whether the interests of the States 

and tbur subjects will be fuUj safeguarded 
In Vim Stotei "bn® eaf^ Under the bclicme of protection which we 
sttaiiiec , , hi\coiHIincd It appears to us that in their 

(t) eonanmeis , t, i. 

cnpacilj as consumers they will have 
exnctlj the sunc safeguard as the inhabitants of British India 
riic sccuritj of the consumer doc:» not consist so much in any 
right of repicbcut itiou to the Tariff Board (though it is obvious 
that the subjects of Indian States should ha^c exactly the same 
right as the subjects of British India) as in the constitution of the 
lariff Board itself ^Ve do not anticipate that the consumer sviU 
in most cases raise an cffcctnc aoicc against anj proposal for 
piotcctiou But VC arc proposing the establishment of a Tariff 
Board of unimpeachable integrity ind impartialil), upon which 
mU be laid the dutj of sifting with the utmost care the claims 
of industries to protection, and insisting that the necessity of 
piotcctiou should bo fuUj pro\cd In this consists the security 
of the consumer, and the consumer in the Indian Slates viU cn^oy 
tl.at security in exactly the same vaj ns the consumer m British 
India. 

299 So far os industries m Indian States .arc concerned, they 

. _ V lU be able to join m the representations 

" ^ made bj the same industries in British 

India It is, however, conceivable that in certain cases the mam 
interest of an mdustry may be centred in an Indian State TVe 
were informed, for instance, that the Mjsore State bad a prcdonii- 
nant interest in the sandslffvod cd industry, and it seems probshh 
that the production of raw silk is a matter of more iinportanco 
to the Stales of Mysore aud Kashmir than to anj other parts of 
India lu such cases the industry concerned should haao exactly 
the same opportunities for rcpresonling its ta’^t before the Tariff 
Board as mdustrica m British India, and vc are sure that these 
ycprcscnlalions would recei\e from the larill Board the sam^ 
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cartful ntlcnlioij as t)ic rcprr nt lU ti» ni'I'* I’.' inlu*Tn« lo'tie4 
ij Ilriti^h India, 

300. Wc liarc a»s«tncd iti the ftbotc renarka that lie »rdt.*lri^< 
concerned would be prisntc indB«tnc«, nntl wonld represent their 
case ia the aame way as prhatc Industrie* in Hri!j»h Intlia, Hul 
we are aware that mans State* take n special inlrrrsl In the 
pioneermg of industries , and ii mehl 1 spp<*n that the StatM 
Ifacmsclvcs wouM sm«!i to pul f. rwird n n»r for prntfrli'^n In 
Kuch an esent we Mipccst ihit itu* *'tair (.ImiuM represent the 
matter to the Government of India and lint the (intrmmcnt 
of India should then ensure tint the fullest cnnsidcration vra« 
tiven to it by the Tariff Board 

301. Suggestions have been made that the States mi;<hl receive 

O, Tuiir >1 rcpr. scnlnlinn on llic Tnr.ll Hoard, 

boird This, however, is inconsistent vrilh the 

organisation which wc propose for ih.il institution. Wc reject 
all Bnggestions that the Tariff Board should take on a repre* 
Rcntativc character, that it should be formed of rcprcscntalivcsj 
from provinces or rcprcscnl.ativcs of p.arliculnr interests or 
bodies. Any such constitution vve consider would bo entirely 
unsuitable. The qualifications which wc contcinplnto for the 
members of the Tariff Board arc personal ininliflcntions, and not 
the representation of any hpccial interests It is evident there* 
fore that it would be impossible to propose that Indmn States, 
any more than particular provincci., shouUI icccne representation 
on the Tariff Board. 
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CHAPTER XVII. 
The Tari^ Board. 


iJ02 We have made it clear throughout our report that the 

» T. . IV successful working of the scheme of pro 
Tlie Tar ff Board must t®., . ** jaj 

ft permaneut body of biffb tcction we havc recommended depends on 
standing esistenco of a thoroughly competent 

and impartial Tariff Board The Board must be one which will 
command the confidence of the country, and must be above suspi 
cion of any suhscrMence to parbcular interests It is evident that 
the Board must be a permanent body Consistent decisions and 
continuity of policv are of primary importance, and these cannot ho 
secured except from a permanent board We therefore rule out 
at once any idea of such an organisation as has been set up in the 
United Kingdom to deal with enquiries under the Safeguarding of 
Industries Act There the Board of Trade refers particular 
enquiries to a committee consisting of five persons selected by the 
Pcesident of the Board from a permanent panel appomted by him 
mainly of men of commercnl or industrial experience No 
arrangement of this kind would give the continuity which is cssen 
tial to the Tariff Board we contemplate 


803. It will he evident from our previous treatment of tho 
Tima Boud not to t.k. Tariff Board ahoilld hava 

^ecuiou, but to make re- BO power to take final decisions In every 
commeadftUont. decision Will rcst With thc 

Government and the Legislature The province of the Tariff Board 
will bo to moke detailed enquiries into the claims for protection 
referred to it, and to express ita conclusions m the form of detailed 
j . V, dchmte recommendations There i3 

ImiKirtanc* ef puW 0 ty . .v 

' one point m connection with the enquiries 
and reports of the Tariff Board on which too great stress cannot he 
laid This IS the need for the utmost publicity Publicity wiU 
^^uro fall consideration being gi\cn to all interests affected. 

u licity Will also inspire confidence and rcmo\c thc possibibty 
of suspicioQ that recommendations are based on anything hut the 
pu 1 C interests Thc case for and againit protection of cacli 
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indaslrr shonll 1 ^ wiiS j*/-rfrrt frnnl r^*-' nn 1 lucilitr, tn 

thnl tlic puMir niN I'* in n i>o iti n In fom il« own jn<)pnirnt 
Nolhinp civ: i* so likely to minimiw* th** of pohlicM onrnip 

tion to winch ' c h^^^ ilrcul' rcfcrrc<! «ln rot r'Cin ncc»"* 

sanlv tint the wlmlr in\C'ti^nli i con Itjcird Iv tin TnrifT Boanl 
should ht held in pul lie But wr feet it w e<<entnl tint the fact 
that cnquirv is tsl plscc «h ul 1 !<• %ri lels known lint nil poss- 
ible interests fib ubl ls\e o\rr\ j| rliin is for rrprescntin? their 
IKiint of Mcw, that a fortnol en|tiirs •>hoiiU lx- 1 rl I m public and 
that the Government should put hsh the restilis of the cnquin 
proroplJr, whether it a^jrces the conclusions of the Board or not 
In eases m which the Govemmtut eonlcmplates netinp on the recom 
lacndation of tl e Tariff Board the nccessarj legislation should he 
introduced with ns liftlc loss of time as possible 

301 TIVe rcabsc that the publicity which we contemplate carries 
T wiiTioU of til'* ** certain disadvantages. It has been 

d ocMdoa' *^r * rrojisM the prsclice in India hitherto to preserve the 

i«*?Ton»i utmost secrccj m regard to contemplated 

^ changes in the tariff rates and the ndvant 

ages of this course are obvious As soon ns the probability of a 

change m the rate of dots becomes known traders will take steps 
to safeguard their oun interests If it is nnlicipnfod that the 
rate of dut> uj)l be raised importers mil lr> to bring in large 
quantities of the commoditj hoforc the heavier dutj is imposed 
In the case of an ordnnn rcseiiiic dutj tlie effect of this is mcrelj 
to dimmish the Go'cmnient n%*nue In the case of n proloctuo 
dutv, however tin effect of large accumulations of imports just 
before the imposition of the protecH'c duty is to liaiulicnp torn 
porarilj the indiistrv ^hieb it las Icon decided to protect and to 
postpone for a period, until the accumulated imports hn\e bmi 
disposed of, the full ad\antages of Ibc designed protection We do 
not think however, it is possible to avoid this disnd\nntngo, and ft 
i-s one which is faced genenUy m protectionist countnoH Any 
general revision of duties m protectionist countries js preceded liy 
a long public discussion, and we are clearly of opinion that It fs 
impossible to a\oid in India such public discussions of rhnn|,e(j //, 
the tariff contemplated for purposes of protection It is In our 
riew far more important to ensure that the change when It t/ikrs 
place should be in the interests of the country fbnii to provide that 
It should he carried out without any previous know ledge h^ tb® 
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305 We have indicated m the course o£ our report a numlier of 
Fonel om ol He T.r t functions -wlnch we consiaer should be 

Board cntru'?ted to the Tariff Board We do not 

think it neccs‘?ary to make any definite recommendation as to Trliich 
lE any, of these functions should be performed by the Board on its 
own initiative and which only on the instructions of the Government 

306 The ordinary functions which we suggest should devolve 
upon the Board arc as follows — 

(1) To investigate the claims of particular industries to pro 
tection, and, if satisfied that protection is required, to 
recommend the rate of protective duty, or any alternative 
measures of assistance such as the grant of bounties 

(2J To watch the effect of protective duties or other measures 
of assistance on industries , to review periodically the 
results of such protection on each industry, and to make 
recommendations when necessary for the modification or 
withdrawal of protection 

(3) To investigate the relations between the rates of daty on 

raw materials partly finished products and finished pro 
ducts , to make recommendations for adjustments in these 
rates and to suggest solutions for conflicts of interest 
between different industries 

(4) To report which industries need assistance on the ground 

that they arc essential for purposes of national defence, 
and in what manner such assistance can most con 
V eniently be given 

(5) To enquire into allegations that dumping is taking place to 

the detriment of any Indian industry, or that anj Indian 
industry is being injured by competition resulting from 
- ' — • tJie^clcprcciated esebange of any foreign country or from 
cviKuJ bounties, and to make recommendations for any 
action necessary 

(C) To consider the effects of cvcise duties on Indian industries 

(7) To report on what commodities revenue export duties can 
safely be lev lod and at what rates 

(S) To consider the effects of ad taloretn and specific duties and 
tariff valiintions on various articles and to make rccom 
mcndations for any changes that may bo desirable 

(*1) To consider to nhieh articles preferential rates of import 
dutj in favour of the United Kingdom might be extended 
and what the preferential rates should be 
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(10) To report on pn j'ovil (or i rrfercntinl ~tren'‘nU mlh 

anj ol tlic ItnU'li I>>iiiini ni tr C 'I'^nir 

(11) To in\f^tic'ite quoKti nv in c niiooJ} n \ ill |l trciln''nl 

of Irnlinn proclucK \ \ f« m^ni mtinlri''* it 1 Ih** aijvii- 
nbility of likin'* mx nliln on nrtinn in et^en. 

(12) To invcslicfitc nn\ r milunis ro'^inlinr r nlmitunx of 

niRniifncturerR t tl t 1 iriinrnt of il o In Jnn rfn'tin^r 
and lo inikc rtctiiiii iilili n-. f r uix iit* wirj action 

(15) To natch Rcnernlh tin ciTtcis «f ihi t »nir |> lu x ui lln 
cost of living 

(14) To Rtndy the lirifT Mstems of other ronntries 

j 07 bo fir as wc hut l»ctn iihlt to asitrtini tliirt art in 
«>mbT l«<orJi in tie “«•' 1' >'llis 'Mill (uilctu iw 

t ritol '“titf* ulAntirmiv mill ir t« ill s« nhiili \\t ri MMiiiiii.,ul for 
II 1 inll I! . .1,1 1 111 (ir.t . r tl,c?o lio.lic, 

in time as m importinct is tin I iult«l Sttip* InniT I oiiimiwion np 
ixnntcd in 191G, irhich consuls of six mtmters 1 las Comimssion per* 
forms genenll^ the functions which xxc would assign to tho Indian 
Tariff Board, though we do not think that it plnjs such a definite part 
m insestigatuig the claims of particular indiistnes to piotoctioi and 
recommending tho rates of protection if nn\ uqnircd as we propose 
to assign to tlie Indnii T irifT J oir I fhi coml bod\ is the lanff 
Boird of three members which has been constituted in Australia 
within the last few months AVc observe tint both the American and 
Australian Hoards Inve tcriam functions in connection witli tho 
administration of the customs laws In the ci«o of the United States 
Tariff Commission, for 11181 * 11100 , one of tho duties laid down is to 
investigate the administration of the customs laws '\Vo understand 
that m Australia it is proposed to go further and to refer to tho 
Board anj disputes arising out of the interpretation of tho customs 
tariff or the classification of iiticlos in the taiiff Wo do not think it 
dcsinblc lo uMgu functious of this 11 iture to tho Indian Tariff Boaial 
We would prefer to have it kept free of all admimstrativo duties It 
should in om opinion, be purely an investigating and ndvuorv bodv, 
and should iitithcr adjudicate m customs disputes noi bo in anj vvnv 
responsible foi tbt adniuustrition of the cii'>toius 1 uvs Wt ol^Sirvo 
that the United btates Ttmft Coniniivaion lua power to luvistiglto 
preferential transpoit ition rnUj> We have howevir, pivm it ns our 
opinion in an earlier part of this report that elums for ptafiiMitnl 
railway rates which inaj Ik made l»v nidiatrus tJionld not bo 
esammed by the Tariff Board 
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308 The question of the composition of the Tariff Board is one 


Coa}po*:&io of the 
Board. 


(0 nomher 


of Vital importance As ^ve have ex 
plained the United States Tariff CommiS’ 
Sion consists of six members and the 


Australian Tariff Board of three We are of opinion that, in view 
of the vgry important functions which we have laid down above, the 
Tanff Board which we contemplate should certainly not have less 
than three members 


309 The members of the United States Tariff Commission appear 
to be men of wide general attainments The 
00 <itt catienR. Chairman was the distinguished econo 

mist, Professor Taussig The present Chairman is also a well known 
professor of political economy The other members appear to be 
for the most part men who have distinguished themselves in law or 
in politics. The Australian Tariff Board on the other band, is consti 
tuted on different principles The Chairman is the Deputy Comp 
troller of Customs, aod of the two members one is connected with 
various industrial companies and the other has commercial interests. 
It IS stated that the Chairman will represent the interests of the 
Government and the consumers and the two members will represent 
the interests respectively of the manufacturers and of the importers 
Wc have no hesitation in declaring that a Board representing defi 
nite interests is entirely unsuitable to the functions which we con 
template for the Indian Tariff Board The various interests 
whether of manufacturers or traders or consumers will have the 
opportumtj of plating their special Meus before the Tariff Board 
durmg its enquiries and will further have the chance of pressing 
their claims in the Legislature before a final decision is taken 
[What IS required from the Tarifl Board is a perfectly impartnl 
consideration and renew of the Mnous interests and ue thercfoit 
Ihmk it essential that the Board should not be constituted in am 
way to represent the interests which will appeal to it for judgment 
The principle should be accepted that the best men aa ailablc ate to 
her on general qualifications than 
It IS essential that nil the mem 
of integrity and of impartiahtj , 
and other desirable qnnlifications arc a 1 nowlcdgc of economics and 
a practical acquaintance a\ith business affairs "We arc aware that 
Wc arc putting our qinhhiali is high I ut wc d » s ) di\i\ critoB ns 
^wc feel that on the degree of cfhcicncy attained by the Board the 
success oI the policy aihich wc adsocatc m this report will largely 
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depend The cost rrlll wndotilfcdlr 1 '* l^nl I'-w 

jastified by llie impornnre rf Ihc l3«t. n'»i{rT5^d to the 
The acttnl «eslc of remunpr lion v-i1I r*-! I e r'*r to d'^-^r Jp I :t It 
sje\r of the rr^p ‘ii'ilulitir’ thit tl os ssill Invr lo carryi ! of 
difiicuUy of rpcnrinp men of the l\i*e it apppsr* fn ts lhal 

no Rcatc lower tlnn that at present in force for .Indpea of lliph 
Courts in India wonid nieot the ra«e It nti«t 1 rr—p"!? cm! (n fhii 
connection llnl llip Tinorl \ ill ln\p t not r rpp nrontatipp* lh" 
cfTccLs of winch can onh 1 c unto«l »n emrrs of nipoo* ntid il i« 
m relation to such fnmroa ov thr^c tint lUetr rpmuneralion tnu^t h* 
considered The lloanl 'mU hnae to be provided wjih nn nde'inatp 
nnd competent office staff, hut sve do not nnlici)>ate that n hinhh 
paid Secretars Mill he required if tJie MrmI era of ihe Iloml 
pns,\ess the qinlificaliotis mIiicIi a e lia\e reenmmenclcil 
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308 The question of the composition of the Tariff Board is ono 

r of vital importance As we have ex 

plained the United States Tariff Commis 
(0 nomiier. cousists of BIX members and the 

Australian Tariff Board of three “We are of opinion that, in view 
of the very important functions which we have laid down above, the 
Tariff Board which we contemplate ehould certainly not have less 
than three members 

309 The members of the United States Tariff Commission appear 

to be men of wide general attainments The 
nj qu ca ena Chairman was the distinguished econo 

mist, Professor Taussig The present Chairman is also a well known 
professor of political economy The other members appear to be 
for the most part men who have distmguished themselves m law or 
m politics The Australian Tariff Board, on the ether hand is consti 
luted on different principles The Chairman is the Deputy Comp 
trollcr of Customs, and of the two members one is connected with 
various industrial companies and the other has commercial interests 
It is stated that tho Chairman will represent the interests of the 
Government and the consumcis and the two members will represent 
the interests respectively of the manufacturers and of the importers 
We have no hesitation in declaring that a Board representing defi 
nite interests is entirely unsuitable to tho functions which we con 
template for the Iiidnn Tariff Board Tlio various interests 
whether of manufacturers or traders or consumers, will have the 
opportunitj of plating ibeir special mcins before the Tariff Board 
during its enquiries, and will furtlier have the chance of pressing 
their claims m the Legislature before a final decision is taken 
[What 13 requued from the TariA Board is a perfcctlj impartial 
consideration and roMcw of the various interests and v\c thcrefoic 
think it essential that the Board should not be constituted in any 
wnj to represent the interests ^ hich vmU appeal to it for judgment 
The priaciplo should be accepted that the best men available arc to 

ahficationsthaii 
lat ill the mem 
of impartiality, 
economics and 
arc aware that 

«o arc putting our qiialifi ati is 1 i^l I ut wt cl > m ddil L^atcl^ ns 
^wc feel that on tho degree of efficiency attained by the Board tho 
success of the policy which Me advocate in this report will largely 
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depend Thr will wndoMl tctllr 1 <• lilpli, litJl llin nnpl/ 

jaUifitd liy tlir jmpnrlnnrr *f llip tft*l ft*»ijnr»l to tlir tnrmlpm 
The flctlial FCllr t f mnuTi'T I»on t ill n I 1 <• rrt«v In tleri Ir 1 iil In 
view of the Tf sp Tivil ilMir'i lint lhr\ will hi>\r In rnm, nn 1 of tlm 
difTicultv of F-'ciiriTiK mm of Or t\|f* rr^pnrnl it nppnrn In im Ihat 
no Kenlc lower linn ihnl nl prc^'-nl in fnrro f )r .Imlpei of IHH* 
CpnrtR in Iniln w milil iTirri thr r*i^p li nmM 1 e remmil etetl In thW 
ronneeli n tli it ll r M tr 1 » 11 1 i' l inl rr<* mmnilnliotn the 
clTccts of which ein oi h I r iintMl in rr«in< of rupees nml it 
in relation to Kiieli flpiins ns these that their reimiiirrtilion mint he 
considered The IJmrd wjO lin\c to lie proMded wjlli nn Adequate 
^nd competent oflt e si-\(T, hnt we do not hntjeipite tlmt n hiihl\ 
paid Seeretnn will le n piwed if the Mrml«ri of the Ihnrd 
po‘:sc<;s the qmlifinli ms wlneli we haxi reeornmrtnlcil 
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CHAPTER XVIII. 

Conclusion. ' 

310 "Wo come to the end o£ the table liicl upon us, hut 

V, , , , V bclote concluding tve pause for a moment to 

Mo ien .1 lanlajonsm dc, , “ ^ 

twctitt tho mtercats of India glance at the Wider problem of the rentions 
and of Britain between India and Britain We are aware 

that the feeling for free trade m the United Kingdom is strong, and 
that our pronouncement in favour of a system of protection for India 
will seem to many mistaken We would asU them to remember 
that the best politj for one countrj is not nccessarilj the best policy 
for another, and that what we ha\e recommended for India has 
been recommended ifKr a sei\ careful consideration of her spo 
cial circumstmccs We arc finthcr aware that to manj it will 
seem that the poll i Inch wt adiocatc for India must be detn 
mental to British interests Wc do not however believe that 
there is anj such essential conflnt of material interests between the 
two countries Increa^ied pro^peritv m India must mean increased 
demand for British m'lnwfactwus India for many jeats to come 
13 IiLcIy to conf’pnfrate on the smiplci forms of manufactured goods, 
and these arc prociseB those m which the United Kingdom has the 
smallest interest The indnstinl historj of the United Kingdom, 
ns wo SCO it, oUiibits a constant piogrcss to the more elaborate and 
finished mamifncturcs, ns other nations industrially less advanced 
succeed in mil mg for thomscUrs the less elaborate forms Tlic 
compaTative advantage of the Umlcd Kingdom lies undonbtcdlv 
m her ability to produce high class and well finished goods and in 
this direction we believe that India will prove a customci with ever 
increasing wants The standard of living in India at present is 
low The povertv of the people confines them to the sntisfiction 
of the < Ifiinentitiy wanfs Growing prosperity ntlj bring 
a wider range of needs and these will inevitably be translated into 
a mote extensive demand for British goods 

311 Prcii in the rase of the cotton trade, wlirrc British manii. 
'•"« rr^fi in tin reUon fuctiircrs hnvo bcon particularly appro- 

hciiMvc of the resuUs of Indian compctitjoDf 


c<»mr«iox 


vre believe thnt the conflict of intcmt^ ji naeh pmillrr than U r^inU 
Iv supposed The Indian cotton mdU haic jrreal ratnnl ndvanlacf^ 
for the production of the IniTcr counts of ram nnd the coarr^r qnali 
ties of piece poods hut in the finer qualities the ndvnntnpe rests arith 
Lancashire Loth cointries recopni«c a^hcreln their comparative 
fidvartape lies and os n rc'-ult the nctual area of competition between 
the Indian and the Lancashire mills is, nnd for SO years has been, 
comparntivch small Tn the ftovrmm''nt of India r«.timated 

that only 4 Inkhs siorth ff imporlot poo<1h wrro to ootnpeiiti n with 
Indian goods, ns against 77 lakhs worth whirh did not romj to Tn 
1^91 Sir James Wcstlard after a detailed cnquir> rstimalod that 
the competition between Ilrttish nnd Indian cotton pty>(U was con 
fined to 6 per cent of the Indian manufactures Hn Mnjests 's 
Senior Trade Commissioner in India and Cejlon in his latest report 
estimates on the basis of certain percentages worked out in India n 
few jears ago that 26 per cent of the imports of piece goods from 
Lancashire arc in competition with Indian goods but he adds " Mj 
own imoression is that this is an overestimate " The pencrnl 
belief in India is that Indian cotton goods have more to fear from 
the competition of Japan than from that of Lancashire The 
position mav perhaps be illustrated best by the following figures 
which show that, m spite of the stril ing growth of the Indian cotton 
mill md'istry, British imports of cotton goods continue to increase 
In 1878 79 there were 12 983 power looms m India , m 1920-21 there 
were 118400 Nescrtliclcss the value of imports of cotton piece 
goods which was 1,394 lakhs in 1878 79 had risen to 8 378 lakhs m 
1920 21 And even if we tal c n pre war j ear so ns to eliminate the 
factor of the recent rise m prices ave find that m 1913 14 tho a nine 
of imports was 5,817 lakhs at a time when there avere 96 CSS poaver 
looms in India "Wc think these figures show tliat caen in respect 
of cotton goods the increased prosperity of India though aecom- 
panied by a great extension of Indian cotton mills has meant nii 
increased demand for the products of Lancashire , nnd wiUi regard 
to the future we may quote once more IIis Jlnjesty’s Senior Trade 
Commissioner in India aiho writing in 1921 about tho effect of tho 
increased import duties said "Ma personal opinion is that, on 
balance, our trade with India will continue to increase Tho trade 
We lose in coarse grey goods will be more than made up bj increased 
shipments of the finer cloths due to tho steady ndrnnco in the 
prosperity of the countra 

312 We believe therefore that the conflict of interests between 
the British and the Indian cotton trade is m popular opinion greatly 
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exaggeraled, 'while British manufacturers generally stand to gam 
hy the increased prosperity of India far more than they stand to lose 
by the development of competing Indian industries "We are con 
vinced that in this matter the path of liberality is the path of wisdom, 
and that a more prosperous India will mean a more prosperous 
Britain 

S13 But in any case our dutv has been to consider the policy 
best snited to the interests of India and our 
a^imo thepo tj justification Will lie m the effects of that 
policy on India "We have tried to take a comprehensive ■\iew, to 
include withm our survey all the interests in this great land and to 
remember that there are other sources of wealth to a country besides 
industries But bearing in mind the undei eloped potentialities of 
India wc Ina e recommended a policy which we believe will stimulate 
lier des clopmcnt not in one direction only, but m all, and wiU prove 
to be of lasting ads antage to the country as a whole 

•HJEAHIM KiiHBiTOOIiA, Presideiif 
•T V SESHAGmi ATTAR 
•Q D BIRLA. 
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MINUTE OF DISSENT. 

CHAlTint I 

The reasons lin\c mo\ed us to jsrilc a ilisAcnlmfr minute 
maj be stated m a few words 

(a) The main recommendation has been hedged m bj con* 

ditions and provisos which are calculated lo impair 
ita utilitj 

(b) In places, the language cmplojcd is half hearted and 

apologetic 

(c) "We are unable to agree with the \jcws of our colleagues 

on Excise, Foreign Capital Imperial Preference and 
the constitution of the Tariff Board 

2 Our first objection is to the statement m the Report that 
“ we recommend a policy of protection to be applied with die 
crimination along the lines of the Report ’ To formulate a policy 
in these words is open to objection because 

(*) In the first place it mixes up policj with procedure 
(»0 In the second place, by emphasising the method of 
carrying out the policy, the Mtal issue of the problem 
is obscured 

(m) In the third place, it ignores the fact that every 
country applies Protection with discrimination suited 
to its oim conditions 

(tv) Fourthly, m our opinion, the outlook of our colleagues 
IS different from ours "We do not, therefore, feel 
justified in subscribing to the view that Protection 
should be applied with discrimination ** along the 
lines of the Report *' 

In our opinion, there should be an unqualified pronouncement that 
the fiscal policj best suited for Jndxu is Protection 

3 The manifold advantages which a policy of intense indus 
tnalisation will secure to India are undisputed and our unanimous 
conclusion is embodied m paragraph 54 which may be quoted hero x 
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“"We lla^c considered generally the ad\antages and the 
possible disadvantages which would attach to a considerable 
development of Indian industries We have no hesitation in 
holding that such a development would he verj much to the 
advantage of the counti> ih a whole creating new sources 
of wealth, cncoui aging the accumulation of capital enlarging 
the public revenues providing more profitable emplojment 
for labour reducing the excessive dependence of the couiitiy 
on the unstable profits of igiiculturc iml filially slimuliting 
the national life and developing the national character’ 

4 \Vc would howcvci pi icc biCoic the countiv the go il t) 
le imied at namely, tint India should att im a position of one 
of Ihc foietiu t mdustn il n itions m the woild that in tc id of 
being a laigt importer of mamif icliircd goods ami cxpoitcr n-nil} 
of raw materials she should so develop her industries as to enable 
her wilhni n reasonable period of time in addition to suppljiiig 
lier own needs, to export her surplus manufactured goods 
^\ltll the natural advantages which India possesses it is by no 
me ms clilficult to reach tins goal at an early date India has 
n abundant supplj of raw materials a plentiful supply of labour, 
ailc(iunte capital and a large home market All the requisites foi 
industrial growth nd development are thus present much moie 
so than in tnanv countries which have without such advantages 
attaimil \ comiii miliiig p s turn in tin iiulustrnl woild Thcic 
nppcirs to be no reason whj Indii should not reach a Bimilai, 
if not a higher position 'fins goal can onlj be reached bj a 
whole hearted co operation of Uic Slate and of tho people 
As pointed out in paragraph 58 of the Report the tariff systems 
prevailing gcnerallv throughout the world arc based on the 
principle of protection The State and tho people co operate and 
the result is gre it economic prosporitj Until rcccntl; , the Govern 
incut of India were uniblc to frame a t iriff policj which would 
have been m the best lutcicbts of India That position has now 
changed In lUc first chapter of the Report it has been pointed 
out how India has now attained fiscal mitononii The Govern 
inont of Imli i is, tht.rvfoit, ficc to adopt, in to oper ilion w itli the 
Iiidi in I cgislaturc, hucli im.a urcs ns mav appear to them ncccssarv 
for promoting the imliistnal development of India and the eon 
fccqiicnt economic prospcrit> of thw country The appointment 
or this Commission is the nauU of biitli fretd >m conceded to the 
'■Government of India under the Reform Scheme 





5 Wc ore xinuTumnin m tT<*ntnm«‘n<!ine tli«! b I* nf pro 
teetjon i-hnuM 1)0 ruloptr^l Onr <li*^err'Tnrnt nn**"* fr^n tli*' 
fact that tho cf pntfTtioii rw l^ r>iir'rr)l!»'i~ijr« 

is qualifiotl 1)% thr wonK to 1 r npplird %nili discnnumtion b 1 )n? 
the lines tf the Koivirt ” do not know of nns cth'T rountrj 
m the norld, inchuim? the Ilritish Dnmmitnv vhirli hn\r » > 
qualified the ]>)lir> «f ])r»»t<eti n While it u perfertK rTl''Nant 
for the CommiKsmn to uuheiiti tlu Iiihs on \ihich tirot«rti ti inns 
be SNOrked in the initid hta^is th«* rtr« niiiiendnti )n of Ihn iwilies 
should be clear and unefpiiNocnl W hilt our colh iKites recommend 
“a policj of protection to be applied with diserimitintinn nlon^ 
the lines of the Ilcport,” our rnomimiuhition is that a “ i>olie\ 
of protection " ahould be adopted m the best mlensts of India 
This policj has not only the unanimous support of the people 
of India, hut is on the fisme lines as it pn sails m all otlur pro- 
tectionist countries of the world 


C While 'VC a^Tte that the poliev of proteelmn should he 
ipplicd with djscnmiintion we do not think that nii\ ([ualiflca 
tions or Imiitations should be made a condition pn cedent to its 
adoption W’e recognise that m the efforts to attain a piomuient 
position in the industrial world, India will ha\c to ]ia\ n price 
The economic wellbeing of India winch we aim at in the tariff 
policy which we recommend cannot be obtained without making 
a sacrifice It is for this reason that wo agree that the policy 
should be applied with discrmnnntion Tlic dii^cnimimtion with 
which sve agree is intended to niminiise such saciiticc ns fni ns 
possible consistently with reaching the goal which wt aic putting 
before the country We do not subscribe to the condition that 
such discrimmation should be “ along the lines of the Report ” 
The conditions laid down m Chapter VH appear to us to bo 
stringent, and will entail considerable delnj m giving effect tn 
the policy which we base unammouslj recommended and will not 
produce adequate results We share the concern shown in the 
Report for the interests of the consumers, and we ngrci that tlio 
policy should be applied m such a manner as to reduce the buuhn 
on the consumer to the mimmum nccessarj for the purpose of 
carrying out the object in view In the present economic eon- 
dition of India, bmitations m the interest of the consume aro 
necessary, but ne ant.e.palc that it .mmeJ.ata cttcct .s pive,, to 
the policy tve rccommcua, India tnU begin to gron econo, oh nlli 
prosperous within a reasonable period ot time It is, Uieretorc, 
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nccessan to make xt clcir that while the policT of protection 
should endure till the goal is reached discrimination must Mrj 
according to ilie circumstanto^ foi the time bemo and ‘should not 
bp applied rio^dl\ along the Ime-s indicated in the Kepoit 
imi point out here that mUiIc wc want Indn tf rise to a 
tomniandiiig position m the matter o£ her industrial deselopment 
under the poJicj of protection o«r colleaoUes ^ntlelp^tt ns i 
result of the qualified polic\ which the> recommend tint India 
for luau} jears to come is likelv to concentrate on the simpler 
forms of manufactured goods (parapiapU 310) A p lici whuU 
IS likeU onl> to lead to this result for mim 5 ears to come is not 
and cannot he acceptable to the people of Indn In all piotec 
tionist countries the Goiernmenl and the Legislature as repie 
sentmg the people regulate the application of the polic% of pio 
tcttion in a manner most suitable to local conditions ind cucum 
htsnccb and there '^l)pc^l•^ » • us no icison nhv the discicli n cf 
the Coicrnmcut i£ Indn and the Indiin LCpishtuic should he 
fetteud in am w The leeords of the Pi iMiitnl iml tenti il 
Lcpislatuies coiieUisiveP show tint non oflieial nieinbets hi\c 
Med witli me motbei m inessiiio on the itUntion tf 0 \tinniont 
the interests it the misseb ^\e cm Iheitfoic eonfideiitU lent 
the interests of the conbumers in the liaudb of the non oHienl 
mcmbetsi of the Indnn Legts atiirc who are rcprcscntitiie i f 1 ii„e 
nnd \ iried intereNts ^^c would theicforc reeeimmeml tint the 
applieati n <f the pdic' of protieti n si nld be refill ited fr u 
time to (tme 1 1 Mich dibCruiiuiatKii is mat be consitlered neees^trt 
bj the Oo\cmmcnt of India nod the Indnn Lep,ishture 

7 Vvhdc rccogmsing the neeesi.it> tf caution ux tie npplica 
tion of the principle of protection m the interests of the masses 
we do not think it would 1 e right to hedge the i olicj in sucli a 
manner as to lead to in idiqiiatc rc:>ults 'll e nut therefore 
emphasise the fact that we doaire immediate effect to be guen 
to the pohej recomiuendcil bs us m order to nchtete the object 
in Mew ns earlj ns possible Indn s dependence up n aj ncidtiirc 
has fiiind her in sen us ceoiioime diflculties riiruioh the 
ipcrali n (f worll causes the cost of liMn„ has enorraouslj 
increnscd during recent time*, and there is n great amount 1 f misers 
pres ailing in the lind The resenue needs of the couiitrx Ime 
enormouslj mereibed and taxation has been raised to an unbesr 
able lex cl It IS, therefore ebbcutuillj neeCbsarx that immediate 
steps bhould be taken to adoi t nn mtcubc policx of indubtrinlisa 
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tinn to on«uro tlio rmlion of tirtr mtiiTM of r'MliJi, rn^/'Tjrar''* 
mrnt for tlio nrnimulilinn ff iirw onpllnl. <'nhrr''mrnt of ptitYo 
ip\pmi»'s anil proNulmc mnro proniallo ftnj.lf.\n>rnl for hlrijr. 

8 WV nH_rr,t lint <nir roll. it no,^ 

nr% to jiiMifv llio fivp-,1 polipx liitlirrio inir«tt.N| . ili^rr t* roi.^i Irr 
aMp.lifr.nno. ..f niuoioi, »v to iIh wr4uiii r.r Miilal.,lil\ \Vr ntr lu-i 

thoi.fi.i. I 1 . inn.t to tint It. |w,rt .Ir,!,,,- „„h 

the Wo w.iul.l lo.w.nr {M.int otit that nil tho „rrp«..ir\ 

roquiMt. i 1.0 I.oti. trnln,t,.m Inx. . x.Mnl l„.lm for n loot,- |„„o 
nn.l if n poll, of prot.ct,..n In.l Un, n.Iopir.l „ 

ntion ntrn if the s-me fre. <lnm to rrvnl uc !.. r fisml pol.rt hn.I hm, 
tonccdc.l to hi.lia ns was conmlnl to the s.lf (lotermiic nomimon, 
Imln would 1. i\c unde h\ this time jtrent pro^.rpss m the dinction 
rf uuhistii.'lisitioii nml would not Inse bten found ni the state of 
ccononiie hav! \nrdnc s m which we now find h.'r 


9 Tlio Ii iustiial CommiSMon Ins placid on ruord tin* pohev 
pursued m India m the followiiiR words 

“ The coininorcnl mstinets of the liast India Coinpaiu had 
from its (arliest dsts in this countrv led it to make tiinous 
attempts to imiiroie those Indian industneN fmm winch its export 
trade t is larjrilt drawn as fot example h\ or{;nmsi«B nnd 
financin'' the nniuifa.tnre of cotton nnd silk pnie-jonds and 
bilk jam, altliousli tins policj met with opposition from \estcd 
intiiests in Enfilind, vhich were at one time suffieienth powei- 
fill to insist that It should he Kuspended nnd tlmt the Company 
should instead conccntiate on the expnit from India of tlio raw 
material noccssarj for niamifactmes in Enslnnd Tlie effect of 
this traditional policy continued foi some time nftir tin Compniiv 
had ceased to be a trailiii" bodj and c\eu nftei it Ind hem 
replac’d ha the diicct rule of the Crown nnd dnuhthss mouhhd 
such snhseqnent ctTorts as were made in the same direitnm hj 
Goaernmmt But as laisse/faiic mows Kimlualli {jnimd in 
euisin" .itceptance both m England nnd in Indin, th.se 
spasmodic ctfoits beeame less frequent nml the llr^t ilTort nt n 
".neial polics of indnslnal desilopment took oiih two foniis — 
a sera imi ifict pioaision of tecliiiicjl nnd iiulustinl uhiiation, 
and the collection and disseimiiatioii of eomnu rt i d nnd industrial 
information ” 

10 Vs admitted m the R* port in a lew of her past lu liiei i nioiils 
luuia'a capacita to be an industrial counlrv cannot be doulfi.l 
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The Indiislrial Commission found that the industrial «;ystem is 
unavenlT and in most cases inadeqnatcly developed and the capitalists 
of the countiy with a few notable exceptions have till now left to 
other coun»ri''S the work of and the profit from manufacturing her 
valuable ran materidls or have allowed them to remain unutilized.” 
If the Industiial Commission bad not been dcbaiicd from consider* 
ing tbc question of Indian fiscal policj, wc venture to think that 
they would have come to the same conclusion as js lield bj the people 
of India that this result was due to the policj of free trade imposed 
upon India If a policy due to 

“ vested interests m England which were at one time 
Rufficlertl^ powerful to insist that the (East India) 

Company should concentrate on the export of raw materials 
necessary for manufactures in England ” (Industrial Commis- 
sion Report 

had not been adopted, the Indian artizans, vvhose shill was recog- 
nised throughout the world, could have easily adapted themselves 
to conditions produced bv the advent of macbinerj, and the economic 
liistorj’ of India would have been differently written We believe 
that the ludustri il backwardness of India is in i o wa> due to any 
inherent defects amongst the people of India but that it was artifi 
cinlly created by a continuous process of stifling, h> means of a forced 
Inrifl polic.v, tlie inborn industrial genin', of the people. In para- 
graph .'7, doubts have been cast on the view of the Indian people 
that India vvas a countrv' of groat wealth vvlndi attracted foreign 
invasions and drew to its shores adventurous spirits from European 
countries We would fain have left the past alone as no useful 
purpose can be served bv raking tip historical facts v\hich can have 
no direct iKMrnig on the tariff policy which is best suited to the 
conditions of India. ^S'e are, b*mevtr, constrained to refer to the 
position in View of the reinarkH which our colle.vgues have considered 
It necessary to make for arming at a eonelusion on the subycet. 
The viorks of ■.•iniiicnt writers such as Meadows Taylor, I>eckv , Roinesh 
C'liandrn Dull, Wilson and I*f«fes-.ors Ilamilton and Jadnnath 
bircar show how great India’s economic and indnstrinl position was 
m the pvst A ftw evtnets from these authors vmU lie found in the 
Appendix, 
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CHAl'TI a II 
Excite Policy. 

11 IVe record our from tin |> lot ii« iiiin<ii<lt 1 

by our colleagues 111 repnr<l to « tt IS diitKii It iiii>> li p mtrd out 
that towards the close ol th« Middli iiii(rnal iliiiun finiiol 

a substantial pait of revenue nsourocH tut cmu hi tl > «■ da>ii 
they vv ere regarded as an obnoxious imllu d of laxfti I ii Dm moro 
-enlightened policj of the modern ng. Imik rrailiuilli «uipi nuuj 
all internal duties which hampered traib mid uuliisirv mil ixiisi 
on all articles exccpling those which «r« mjiirloiis to | uMu Inalili 
and on a few lu\uri<'s Oiu collengiUH Imvo iii pmiitiopl' 111 
referred to the excise policj of vnriouH comitius fiom wldch it Is 

evident that in mo-t eivih?c<l countries muIi duius 

to alcohol and tobtcco 'lhc> Mate — 

“ In the llntibli Colomis and the Umtnl HIiiIin of A u 

exci.e taxatirn has praduiiUt been conlliud to ihisi mtlihri 
But on the ciiitment of Tmopo main lonntiUH huvi (ippllul 
the excise sjstcm to otlur commoditits, huDi hh aiijpu mid 
salt, while rnincc iiunlojsnot onlv « lompaudlvDv nidiMiinpe 
of excise duties, but also n hVRtim of Stnto mnuopollts uudi | 
wliidi the whole piofits from the mnmirmtuii' ol « m isidiU 
articles such ns tobacco ami mntilus, im mound to ilu. Himt 
In B^jpt aflir the cstnblishim lit ot two lottou iiiUls tu |un| 
the Government subjtctcil tluir piodml to ii uiiisum|*tlmi tux 
of 8 per c-’iit ns compensation for the loss of lustoms 
In Jap-u cotton cloth is subject to n cnnsnmidloii tu\ wlihh 
comprises both an excise dutj on homo prmliutl.m mul i\ mu 
charge on the customs duly on the impoited mlUbs A mU\U\ 
IS allowed if the cloth is cxjiortcd Japan nlsu l>\i'S a um 
sumption tax o i kerosene and im excise diitj on migai '* 

12 IVe will state at once that m our vnw ixeiso dutbs ♦.hmd i 
he restrictul to s ich artuhii ns iibohol and tobauo whbh mo 
regarded as injurious to piililiu htidtli oi lu publi’ liuialllv and 
the consumption of wliuli ii is ibsluildo to ilu d» and to a fow 
luxuries This is the poliiv width is at lutsoid ad ptid bv tho 
United States of Anurutt nml tin Hiltish tM»ni‘>* It hHs the 
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16 We share with our colleagues the concern for the interests 
of the consumers in regard to the application of a policy of protoc 
tion "W e should \\ o howea cr to ash. how this concern is consistent 
with the excise policy which thej hase recommended They pro 
pose that — 

when nn industry requires protection any fuither 
necessary taxation on its products may, if other conditions 
are fulfilled take the form of an excise duty plus an additional 
import duty The latter should fully conntenail the former 
and maj be pitched at a little higher rate ’ 

One of the conditions referred to is that excise duties should 
ordinarily he confined to industries winch arc conccnti ited m 
large factories or small areas Coupled uith this condition is 
the recommend ition in paragiaph 170 ttz if on the other hand 
Government hold that tiieir rcicmie requirements mal e it obligatory 
to le\> taxation on cotton cloth in excess of this amount it Mill be 
necessary for them to formulate proposals m nccoidancc uith the 
principles wc haic explained and to laj these proposals before the 
Legislature The effect of these recommendations uith regard 
to on excise dutj on cotton piece goods is as follows — 

17 Assuming that the Taiilf Boaiii decides that a piotcctixo 
dutv of 10 per cent is required for the textile mdustrj and the 
reienuc requirements of Ooicrnnient make it obligatorj to levs 
excise taxat on on cotton cloth to the Icxtcnt of 5 per cent the 
import dutj will inic to be raised to approximotcl> 17 per cent 
The prn.c rf cloth will thus rise to n pnritj of 17 per cent The 
cci m mic condition of India is admitted to be such that a large 
part of the population is under clothed and underfed It is ii 
ncU known fact that prices of cotton piece goods haie consider 
ablj risen during iccenl jears and the effect of it on this article 
of neccssitj luaj be judged from the speech of our colleague 
Hr C W Rhodes in the Legislatuc Assembly lie pointed out 
that the aieragt consumption of cloth in India before the war was 
18 jords per htad uhilc m 1920 21 it had gone douii to 10 jards 
The coa-, imcrs m India Mill 1 &\e to heat the necessary burden m 
tlic MidLt interests of lie country, ns a result of the protcctno 
polici which the Commission has recommended To suggest that 
further burdens should ho imposed upon them by increased import 
duties for the purpose of couiitenailmg excise duties is hardly 
coasistent with the intercuts of the consumers many of whom haio 
to bo content with insufficient clothing 
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18 Our colk'i^f's ln\c rcfcrrcil lo iJie power w]ncli lli»* Cenlr®! 
Legislature cxcrci'^cs under l!i«* Refornii nnd ln\e eluted that the 
question oE cotton rxcie" dutiea eliould l»c left to the drei«ion of 
Government and the iTegidaturc Wc have nlmd\ recortlM our 
confidence in the Central T/e«isl<ttnro tti retjulatmt: the ]>olic\ of 
protection and wc would lia\e unl»esitn(incl\ accepted their recoin* 
mendation it the poli< \ of excise duties na recommended In onr 
colleagnes was sound in pnneiplc Tho cxercjae of di«crction la 
only possible in matters wlucli are sound in prmcijde We have 
shown that the excise polica as rceommeuded In our collenpnea is 
unsound m principle and the question of the discretion of the 
Legislature cannot therefore arise \s howcaer the ronstitutionnl 
question hi\s been rused In om collcipues it js nutss.ira to note 
what the actual position is In all countries enjoaing rosponathle 
Roaernihcnt the Legislature is wholh elected nnd the exccutue 
goaernment is responsible to the Iiegishtnre During the transi. 
tional period the position in Tndn is difTcrent The Gosernment is 
not responsible to the I egislature nnd that bod\ is not whollj elected 
The budget estimates arc prepared 1>> the Lvecutne Gosernment 
and important items are non actable Eacn in regard to the items 
which are subject to the aotc of the Legislature the power of rein* 
statement vests in the Governor General The constitution of tho 
Legislature also requires examination There are 14T members in 
the Legislative Assemhlj Assuming that caery membci is present- 
experience has shown that this has not been so m practiced? non 
official members can with the help o£ the official aoto outvote 71 
non official members It must be obaious therefore that tho result 
of a vote in the Legislative Assembly, unless there is a clear majority 
of non official members cannot be regarded as representing the views 
of the country If the policj of excise duties ns recommended by 
our colleagues, was sound in principle and the aoto of the non official 
members o£ the Assemhly hsil a bmd.ng elTee we I'ave no 

hesitation m aceeptm!- the recommendation to lease the deeision to 
such vote m however hold that evc.se duties *''' l™"a 

tions indiested by ns arc not sound in principle Wc tbcrcrore 
reiterate onr conclusion that oveso dnt.cs m India should bo rcslnct 
S to alcohol, tobacco and and. other a.t.ele, the consn.npl.on of 
which It IS desirable lo check .n the interests of the eommilmly, and 
to a few articles of lusairs 
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16 "We sliare witli our colleagues the concern for the interests 
of the consumers in regard to the application of a policy of protec 
tion 'Wo should liUc, howe\ cr, to ash how this concern is consistent 
with the excise pollc^ uluch they ha\e recommended They pro 
pose that — 

“ when an indnslT 7 requijces protection, any further 
necessary taxation on its products may, if other conditions 
arc fulfilled, take the form of an excise duty plus an additional 
import duty The latter should fully countervail the former 
and may he pitched at a little higher rate ” 

One of the conditions referred to is that ‘ excise duties should 
ordinarily he confined to iniluslncs arliich aic concentnted in 
large factories oi small areas” Coupled with tins condition is 
the recommend itioii in paragnph 170, ii' , “ if, on the othci hand, 
Government hold tint their icvenue requirements make it obligatory 
to levy taxation on cotton cloth m excess of this nniouut, it will ht 
necessary for them to fotuiulilc proposals m accoulancc with the 
principles wc have explaiacd and to Hj these proposals before the 
Legislature ” The clTect of these recommendations with regard 
to an excise duty on cotton piece goods is as follows — 


17 Assuming tliat the Tariff Board decides that a protcat iw**^ 
duty of 10 per cent is required for the textile ^dust»» wiT ev i 
revenue requirements of Government make- that the people of 
excise taxation on cotton cloth to the « duties either to counter 
import duty will nave to be raised 'arposes Questions were asked 
The prKC rf cloth will thus iis** ’ t® whethei they would agree to 
economic condition of ty on cotton piece goods for revenue 

part of lUi ' was mostly tin emphatic negative The 

Indian LegisHturcs have pmed beyond doubt that 
lion ‘'f India is opposed to this form of taxa 

piece eoods'' m the report that excise duly on cotton 

this fact /A inugcr fully countervailing and that in spite of 
Puroip,,: }. (of witnesses) both Indian and 

/ fimr flnmndra tia aboMton ” 

"t mi 1 pointed out in the prcMoits chapter what in our 

that correct!, ‘®' *” '‘^cise duties and wo believe 

'^hj our Indian view We cannot understand 

^«-mieagues have recommended that— 

allo,yjn_ ^nvernment should nnnounee its intention 

"Kreement ’irtdiix to decide the question 

“ tne Tnamn Legislature ” 
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18. Oor InVc rcfcrml to the poorer which the Cetilral 

Legislature cxrrri^ iifulor the I»efonjj< nn<l hl\e ptated that the 
quwtion of cotton cxc'i*'' <lnljc< fhouKl }*c left to the decision of 
Government and the lye^iditure. We have atmdy rreordM cur 
confidence in the Central T^Witnre in rrgulatinp the policy of 
protection and we would hi'p tinhesifntingly aceepicd their rccotn, 
mcndition if the polir\ of oxcim* duties, ns recommended h\ our 
colleagues, was sound m principle Tho cicerci<e of discretion ix 
only possible in matters which arc sound in principle. We have 
shown that the esci'^e policy as rccommenilcd by our collonpues is 
unsonnd in principle, and the qnestion of the discretion of the 
Legislature cannot therefore arise As, howeser. the constitutional 
question has been mimsI by our eolfeasuc:*, it is neii'VHiry to note 
what the actual position is In all countries enjosutg responsible 
goNemment the Lcaislature is wholh* elected and the eseentivo 
government is responsible to flic Legishiure Diirms the fransi* 
tjonal period the position m Tndn is different The Ooxernrarnt is 
not responsible to the Legishtiire and that Imd' is not wholly elected. 
The budget estimates are prepared by the 3'veciitiie Government 
*ukd important items arc nonvotablc Even in regard to the items 
duty for five lo the vote of the Legislature the power of rein, 
other jiacts of lUc llcpoi.^rtternor Qencml The constitution of the 
certain duties winch wcie ic»'mination There are 1-11 members in 
the following statement shows t-.mjj cverj* member is present— 
the revenues of the Goveinun-ul ot been so m practice — 47 non* 
■' •'ffieial ^oto oiit'VOtc 71 


Abolition of export duty on tea 
AboUuon of import duty on machinery . 
Abolition of import duty on raw materials 
Abolition of impoit duty on coal . 
Abolition of import duty on bides and akina 


he result 
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A lariim mommciJation that mamifoctored 
tiian *<jhU he tated »a hghtly ns possible Tl, 

m^ea Stowe Iro“ nnhhJaetarea ia 
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Rb 4,77,00,000 ivlucli >\in, if the itcommcnd ition is accepted, be 
reduced bj- an amount Avhicb can hardl> be ne^dj^ible 

Various recommeudations hi^c been made to tjnnt bounties and 
subsidies All iitw mdubtnts to be established luider a policy of 
protection arc lecommeuded as a rule to this form of State assistance 
It IS further stated that ‘ it is of the first imporniice that the deie 
lopmeut.of lieu industries should proceed as inpidl> as possible ” 
It will therefore be ucce<5snrj to find adecpiatc funds to meet this 
liability. 

24 It will be observed that revenue considerations have not 
deterred our collea^es from recommending the abohtion and reduc- 
tion of those duties which hate been speeiCcalI> imposed for re\enuc 
purposes, nor Inie they prevented them from recommending pnj- 
iiKjit of bountKS and subsidies It is onl\ uhen the question of 
abolishing the cotton cscisc dutj is concerned, tint their keen 
solicitude for Government revenues manifests itself It his already 
been pointed out tb u cotton excise dul> is not levied for revenue 
purposes, tliat there is an overwhelming feeling amongst the Indian 
public to abolish this dufv and tint the Government of India have 
nlresdj dechred ilicir mttntioii of removing it In the interests of 
Iiulm’h mtioinl self respect it is, ni our opinion essential that this 
dut.v should be ibolislicd at onto Our tollcagues point out that the 
aholition of tins diitv will opt n up the question of nnintaming the 
import duU on cotton picte oils it 11 pci cent Thej quote the 
opuiious of two or tlirtc Mill Owner lint the i>Jotictivc dulj of 
7^ per cent is suflicioirt, ignoring the views of the hulk of the cotton 
inamifscturers who aiipcirttl before the Commission Me venture to 
IHiint out tint the Coinnnssioii cinnot acetpt anj views of tins kind 
to Inso their recommcmlations on It has been umnimousl.v decided 
that the ( onimissimi is no! iii n ]Ht-.itioii to ditirmnie what .iinount of 
protective dutj is iieccssarv in regard to anj article and the dutj of 
tnquiring into and making recoiimit mlatwms on the subject has been 
lift to (he TirifT Hoard Tlic whole tist for excise duties has been 
bavd <\w teecwwc re^^^vvTeM\tttt'^ vit \\i\. GovtTWVTicwt ot Iwdiw 
It apjie irs to ns that the rcil nnicdj to put Imperial finance on a 
M>und basii is to lake imtnedi itc iiunsurcs to fill the reservoir of 
India’s national wealth from which Slate revenue* can be casilj 
drawn The lM><;t wav to replenish the reservoir is to stimulate 
industrnl development bv a policy of protection M*c may quote in 
this connection the case of the United Slates of America and Japan. 
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The ^bove figures speak for thcmseUcs In onr opinion, there 
fore the real remed^ is to improac the economic condition of India 
b\ promoting its industrial ad^aneemcut and not by imposing 
excise duties on local manufactures 


2o The reaenue duties — and 11 pci cent on textiles is a 
rtaemie dutj— have been imposed without reftreuce to their pro 
tectne effect and such duties haac been Icaicd lrrc>^p ctiac of their 
effect on local manufactured goods A dutj of 1> per cent 13 
imposed on articles aahollj or maud} manufactui d 2o per cent 
on sugar and 30 per cent on silk piece goods Though sugar may 
ucll be regarded as an article of luxuia and on which excise duties 
arc leaied° in some countries and silk piece goods are classified 
amongst articles of luxury, no excise duty is leaicd on an} of these 
irUdcs It IS difficult to uuderutand why our coUsagues haie 
shou n in I lew of aU these facts so mueh eouceru shout '»‘‘°u ere.se 
dutj which wns admittcdlj imposed not for reicnue purposes but 
for other well known reasons 

•>0 As ulreidi pc. Hod out the British Goicmment has not 
cscise duti ou such an article of luiury as motor 
imposed any „ j„t\ as 331 per cent on their import 

If arOo" ernnient of India desire to maintam an nnport duly of 11 
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Ri, 4,77,00,000 -^mU, if the ittoiiuncnchtion i& accepted, be 

reduced by an amoimt which ean hardly be iie„di^ible 

Vaiious rccoiiuiiendations ha\c been made to yniit bounties and 
subsidies All new industnts to be establislitcl undei a policy of 
protection are reconinicndcd as a lulc to this £ovm of State assistance 
It IS further stated that “ it is of the first importance that the devc 
lopmcnt.of ucw industries should proceed as rapidly as possible ” 
It will therefore be uccessarj to find adequate funds to meet this 
liability. 

24 It will be observed that revenue considerations have not 
deterred our colleagues from, recommending the abobtion and rcduc* 
tioii of those duties avhich ha\e been specificallj imposed for revenue 
purposes, noi ha\c they prciented them from lecommcnduig pay- 
ment of bounties and subsidies It is only nhen tlic question of 
abolishing the cotton excise duty is concerned, that their keen 
bolicitudc for Government revenues manifests itself It has already 
been pointed out th it cotton excise dutj is not levied for revenue 
purposes, tint there is an overwhelming feehug amongst the Indian 
public to tabolish this dut) and that the Government of India have 
aheadj declared their intention of removing it In the interests of 
Indii’s national self icspett it in, in our opinion essential that this 
dut> hluMiId he ibolishcd at once Oui colleagues ]>oiiit out that the 
abolition of tills diit> will opin up the question of inaintaimiig the 
import dutv on cotton pun ,.i)ods at 11 pci cent Uhe> vpioto tho 
opinions of two or thicc Mill Ovviku, that the piotictivc dutj of 
7i per cent ib suflitii.irt, ignoiing tlit views of the bulk of the cotton 
maniif icturci's who appeared bcfoic the Commission AVc venture to 
jKiint out that the Coinmissjoii cinnot accept anj views of this kind 
to base their recomnicndations on It lias been uimnimoiisli decided 
that the ( onimissioii is not in a position to determine what amount of 
protective dutv is iieccss.ir^ iii n,rard to niiv article and the duty of 
(mpiiring into ind making iiconimiiiditions on the subject has been 
lift to the Tariff Hoard 'iht whole case for cveiso duties has been 
Inscil on tho rtvpiiuc icqniuineiits of the Govoriiincnt of India 
It apjie irs to O', tliat the nil Kiiiedj to put Imperial finance on a 
Muiiul basis IS to take imnndiale iiiiasurcs to fill the reservoir of 
India'K national wealth from vrlnch Stale revenue* can be casilj 
drawn Tho best vvav to rejilcnish the reservoir is to stimulate 
indnslrial development bj n policj of protection Wc may quote in 
this connection the case of the United States of America and Japan. 
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is decisive. The evidence placed before ns eonclnslvcly proved 
this. It vronld ho unnjso to deal with the question i>y resortinp 
to expedients which ndl not he ncceptatde to the Indian people 
The best mode of promoting eottlnl rehlions nnd better tinder, 
etanding hcltvcen the people of the two countries is holdiy to face 
the problem and in a spirit of politienl sagacity to abolish tiie 
cotton excise dntj at onee It ih nee<lle<.s io point ont tlint unless 
this course is adopted Lanesshne will not cease to agitate on the 
subject and such agitation will he n constant sniirco of jll.foeling 
between the two countries 
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Imperial Preference, 

30 “SVe rtcofrni^o tint TmpornI Preference i» a means of 
strengthening the ties among^st a Conimonuonlth of Free Nations 
The exchange of trade amenities not in a spirit of bargain, but 
as a free gift, has the effeet of cementing the bond amongst free 
nations forming a Commonwealth It mas he pointed out m this 
connection that the Dominions conceded the principle of prefer 
cnce after thes lud attaiiud full icvpoiivihlc gosermuent “ ron^u/rnt 
niih ilicxr oun intirrsfi oiid not *iijMrmK5 to ihcmschcs ” Great 
Britain followed in 1*119 and ‘ introduced n preferential system 
She gnic frcelu furh preferences as she felt could he granted eon 
sistcntly udh the tijtcrests of her oiin people and the requuemenls 
of her ou rt fiscal poheu *' Great Britain and the Dominions are 
able to regulate the poltes ft Impernl Preftrcnec on these lines 
because tlics are politicalU and liscills free The principle of 
Imponal Preferenee implies the imeonttolhd powei of initiating 
granting samng and withdrawing pr« ftrenei from lime to time 
eonsistcntls with each coimtrs *> mteicxt iml m lme^ wIhlIi are 
not injurious to itNclf India must thci fore possess the same 
supreme powers ns aic injoital bs ilie Domini >ns before Imperial 
Preference can boeomi for her n matter of practical politics India 
has not yet reached Dominion status She is m a transitional 
stage , her Gosernment is not responsible to her I egisHtiire hut to 
the British Parliament \m ncoptance m practice of tlic prin 
cijde of Imperial Preftrence would make her habk to measures of 
preference at a time when she is not entitled to dttcrminc them hv 
the sote of a whnlh electid I cgislatuie with her Goscrninenl res 
ponsihlc to such I e 'islaiuri ns is the case in all the Dominions 

*11 It is an admitted fact that the Dominions haie regulated pre- 
ference as it lias suited them from time to time Tiie British policj 
in regard to the grunt of prcfirence to Indian tea has bem ou llie 
aaine lines We do not snsh to enter into the CMitroierw as to 
''wlinthcr rctlnced import dots o i Indian tea is real preference or not 
In 1915, a resolution was moMil m Parliiment asking for a rtduc 
tion of import dutx on Indian tea The moNOt clcarlj. disclaimed 
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any idea of bn^lnp it on Imperial rreforoneo l>nt nrpod the reduction 
on the pround that ns the Tndnn tea was consumed hr the poorer 
classes, it would he a relict to them Mr Tilo\d Georpe mIio was 
then the Chancellor of the rachequer, opposed the resolution on the 
pround that it would he eonstnieil as preference and mipht lead to 
retaliation bj China nliich was a larpe Inner of Tjaneashirc poods 
The point to a%hich \\c ish to draw special nltention is that nhile n 
preference of 2d per pound was praiife<l in 1^20 21 the 1 ndpit csti 
mates for 1921 22 reduced it to IJ d IVe mention this in order to 
confirm the principle uiidcrlnnp Imperial Prefc rtnee that the counlrj 
prantinp it has full power of initiatinp prantinp sarjinp and with- 
drawinp preference ns it suits the inicrtsts of its own people Such 
power India does not possess -it present Tt does not enjoj the 
powers which a mcmlicr of the Commonwealth pQsscssinp Dominion 
status does The lopical eonelusion thciefore is that Tiidin cannot 
accept the principle of Imperial Preference until she has attained 
responsihlo po\eniment and is able to repulate her fiscal poliea hv 
the aoto of a wholU elected lepislnturo 

32 The Hcport summarises the present economic condition of 
India and the conclusion armed at is embodied in parapraph 237, 
After recordinp the fact that most of the witnesses expressed them- 
sehes npamst the principle of Imperial Prefeience it states that 
“ a second argument which has weighed with manj witnesses is 
that preference is cquiaalcnt to the prant of a lountj to the 
British manufacturer at the expense of the Indian ennsumor 
that India is poor while Britain is ncli and that it is not 
reasonable to expect the poor coniitrj to make a gift to the rich 
one Wc haae explained that in our opinion this mow of the 
question is not unreasonable and tliat ana general s\stem of 
preference would uiidoiihlcdlv impose an additional burden on 
the Indian consumer which we do not think it fair that lie 
should he called upon to hear This argument might he met 
by the assertion of a second principle nameh that Imperial 
Preference should not involve anj appreeiahle loss to India ” 
S'! India cannot be called upon at pre<!ent to suffer nnj ceono 
mic lo s ns she is poor and ns the consumers will lia\e to I oai a cor- 
tain amount of burden m the laigir interests of the coiintrj inuhr 
a poliC3 of protection a\hicli xe me lecommeiulu g If this policy 
IS gi\cn effect to immediafolx it is likcl\ to become fruitful witlmi 
the next few 3 ears mid the economic condition of the people imH 
improae India In that time will haxe attained responsible goiorii 
ment which has been promised to her , then ns a Self Goa. rning 
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Member of tbe Commonwealth sho will, wo feel cogdeflnt, be ready to 
adopt a policy of Imperial Preference 

34 Paragraph 255 of the Beport records the fact of the 

“ almost complete unammily with which Indian witnesses 

opposed the principle of Imperial Preference ” 

One of the principal reasons for this opposition is, in our opinion, 
the fact that India is not free, tc, does not enjoy Dominion status 
in the Empire The Hon We Lala Harkishen Lai pointed this out 
in his evidence He expressed liimscif m favour of the prmciple 
of Imperial Preference on the distinct condition that the political 
status of India should be the same as that of the other partners in 
the Empire Captain Sassoon also fasonred the prmciple but con 
ditionallj upon the right of India to withdraw such preferences 
when her interests required her to do so It ssill be obvious that 
Indian sentiment is practically unanimous against Imperial Prefer 
ence in a lew of India s present political status in the Empire The 
conclusion is thoicfoic iiic\itablc that this question can only become a 
matter of practical politics uhen the promised goal of responsible 
goaernment is reached 

35 It may well bo argued that while subscribing to tbe priuci 
pie of Imperial Preference our conclusion leads to the postpone 
ment of its application to the tunc nlicn India attains her full status 
in the Commonwealth Tins is practically the tmanimons mow of 
the people of India IVe are, however, of opinion that the Indian 
vien Mould be faaouiallj inclined to accept the immediate nppli 
cation of the principle presided conditions aro created to place 
India at once on the same fooling ns the Self Go%erning Dominions 
in this matter It maj he pointed out that in 1918 uhen the Goaern 
ment of India proposed a further gift of about £45 millions to Great 
Britain for tbe prosecution of the war, they left the decision to the 
vote of the non ofTicial members of the Imperial Logislatiie Council 
It IS therefore possible eacn under the political btatus avlucb India 
now enjojs to so arrange matters as to bring about in practice tbe 
position which the Dominions occupj AYc will therefore rccom 
mend that the pOMcr of initiating granting anrjing and M’lthdraw 
ing Imperial Preference m regard to e\er> article should aest hj 
legislation or other cquallj cffectiae means m the non-ofUcial members 
of the Vgi Inlne Asscmblj They aviU thus be cmponcrcd by non 
ofilcinl >otc to rcgiilntc the policy of Imperial Preference with perfect 
freedom on the same lines ns those enjoyed by tbe ScKOoaeming 
Dominions. 
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36 In parngrnph £23 ol the Report, il m minted 

“when the countrj Tcccninj* the preference supplier prac 
ticallj the whole market, then the pnee to the conMimer will bo 
regulated by the lower rate The bountj to the foreign manu 
facturer will cease and the consumer will get the benefit of the 
lower rate “ 


In paragraph 22G it is stated that 

“ after the preference is given, the price to the consumer for a 
time may be regulated by the higher rate of duly and tlie manu- 
facturers of the favoured country will receive, os has been 
already cxplamcd, a bonus of the difference between the two 
rates The effect of this bonus is to stimulate the trade ot the 
manufacturers of the country receiving the preference and m 
a short tune they may secure for themselves the whole market, 
driving out altogether the non preferred manufacturers The 
price to the consumer will then be regulated by the lower or 
preferential rate of duty, and the favoured manufacturers will 
find tho price falls to the true competitive level Rut they have 
not thereby lost tho whole benefit of the preference Their gam 
IS represented by the additional quarter of the market which 
they have secured for themselves at the expense of their non- 
preferred rivals Thus they benefit even when tho consumor 
has ceased to suffer ’ ’ ) 


37 It IS contended that when the whole supply uirivcs from tho 
preferred country the consumer will cease to suffti llna is contm 
cent upon there being m the preferred country bufiieicnt intcinal 
competition to rcEuUte tho price on n compctitiic hosi. In 
ivith the policy o£ protection ntteiitioii has been iliuivii to tlio iliuifoi 
o£ a possible CO iibinatioi. o£ manuractuics for the pur, oso of cxploil 
jng the domestic consumer It is further stated Ciar.i„.ai , 80) 
that a protectionist system certainly git os aii opportunity fo, 
undesirable forms of combination 

“Tt, a free trade country no combination of mnnufne- 
turers IS ahlo to keep tho pnoo o£ a commodity abovo tho 
iTld uLe If all the monutaoturors of a particular com, try 
rg°rced'^^ot to seU below a cwtaiu price tho onl, ertiot ,v, „hl 
Kat their homo market would ho captured by tho for. „„ 
l.aafLturcrs selling at th. world price 11, c else ot 1 ,, 
wrotcotiomst countries is different Hero we I, u. a tililll 
protoc^J? when the foreign manufacturers havo lieu 

pSly or wholly excluded, a certain latitude of price to tho 
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Member o£ tlie Commonwealth Bho will, we feel condefint, be ready to 
adopt a policy of Imperial Preference 

34 Paragraph 255 of the Report records the fact of the 

'* almost complete unanimity with which Indian witnesses 

opposed the principle of Imperial Preference ’* 

One of the principal reasons for this opposition is, in our opinion, 
the fact that India is not free, t c , does not enjoy Dommion status 
in the Empire The Hoii’blc Lala Harkishen Lai pointed this out 
in his cMdencc He expressed lumself in favour of the prmciple 
of Imperial Preference on the distinct condition that the political 
status of India should be the same as that of the other partners in 
the Empire Captain Sassoon also favoured the principle but con 
ditionallj upon the ri^ht of India to withdraw such preferences 
when her interests required her to do so It ^slll be obvious that 
Indian sentiment is piictically unanimous against Imperial Prefer 
ence in mow of India a present political status in the Empire The 
conclusion is tlicrtforc mc\itable that this question can only become a 
matter of practical politics when the promised goal of responsible 
gos eminent is reached 

35 It may well be argued that while subscribing to the pnnci 
pic of Imperial Preference our conclusion leads to the postpone 
ment of its application to the time when India attains her full status 
in the Commonwcaltli This is practically the unanimous mow of 
the people of India "Wc are, however, of opinion that the Indian 
Mcw would be faaoiiiablj inclined to accept the immediate appli 
cation of the principle proiided conditions are created to place 
India at once on the same footing ns the Self Qo^e^mng Dominions 
in this matter It may be pointed out Hint m 1918 when the Govern 
ment of India proposed a further gift of about £45 millions to Great 
Britain for the prosecution of the war, they left the decision to the 
vote of the non offvcnl members of the Imperial Legislative Council 
It IS therefore possible c^en under the political status which India 
now enjojs to so arrange matters ns to bring about in practice the 
position wUnh the Domimons ocewpj Wo wiU therefore recom 
mtmd that the power ol initialing, granting anning and withdraw 
ing Imperial Preference in regard to e\cr> article should aest hj 
legislation or other eqiiallj cffcctnc means in the non official members 
of Ihc I^ogivlatuc Asscmhlj Thqr wiH tlius be empowered bj non- 
offiei d sole to regulate the policy of Imperial Preference with perfect 
freedom on the ssme lines as those enjoyed by Ibc Self Ootcniing 
Dominions 
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36 In paragraph 22") ot the Report, it i< utatctJ 

“ ^hen the counlrj reccuinR the preference aupphes prnc- 
ticallj the vrholc marhet, then the price to the con''tjnicr will bo 
regulated hj the lower rate The bountj to the foreign manu 
facturcr will cease oud the consumer will get the benefit of Iho 
lower rate " 

In paragraph 22G it is Elated that 


after the preference is gueii, Uic price to the consumer for o 
tune may be regulated by the higher rale of duly and the manu- 
facturers of the fa\oured country wiU receive, as has been 
already explained, a bonus of the difference betweeu the two 
rates The effect of this bonus is to stimulate the trade of the 
manufacturers of the couiitrj receiving the preference and m 
a short tune they may secure for themselves the whole market 
driving out altogether the non preferred manufacturen. The 
price to the consumer will then be regulated by the lower or 
preferential rate of dut>, and the favoured manufacturers will 
find the price falls to the true competitive level But they have 
not thereby lost the whole benefit of the preference Their gam 
13 represented by the additional quarter of the market which 
they have secured foe themselves at the expense of their non- 
preferred rivals Thus they benefit even when the consumer 
has ceased to suffer ” j 

37 It IS contended that vvlicn the whole supply arrives from the 
preferred countiy the consumer will cease to suffer This is contia 
gout upon there being in the preferred couiitrj sufficient mtemal 
competition to regulate the price on a competitive basis In dealing 
with the policy of protection attentiou has been drawn to the danger 
of a possible combmatiou of manufacturers for the purpose of exploit 
mg the domestic consumer It is further stated (paragraph 86) 
that a protectionist system certainly gives an opportunity for 
undesirable forms of combination 


“ In a free trade country no combmation of manufac- 
turers IS aUe to keep the price oE a eommodity above the 
world price IE all the monnEacturers o£ a particular country 
nureed not to sell below a certain price tlie onh effect would 
be that their home morLct ■nould bo captured bj the foreign 
mannlaeturera Belling ot the world price The ease ot the 
' “,„,,ionist countries is different Here we lave a tariff 
‘^11 affordinc, when the torcign mannfacturers hare been 
partly or whoUj excluded, a eertam latitude ot price to the 
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Member of tbe Commonwealth she will, we feel con^efint, be ready to 
adopt a policy of Imperial Prefeisnco 

34 Paragraph 255 of the Heport records the fact of the 

“ almost complete nnanimity with which Indian witnesses 

opposed the principle of Imperial Preference ” 

One of the principal rea'^ons for this opposition is, in onr opinion, 
the fact that India is not free i e , does not enjoy Dominion status 
in the Empire The Ilon’ble Lala Harkishen Lai pointed this out 
in his cMdencc lie cTprcs'^ed himself m favour of the principle 
of Imperial Preference on the distinct condition that the political 
status of India should be the same as that of the other partners in 
the Empire Cnpt iin Sa«wooii also Xnioured the principle but con 
ditionnllj upon the right of India to withdraw such preferences 
when her interests required her to do so It uill be obvious that 
Indian sentiment is piictically unanimous against Irapeiial Prefer 
cnce 111 MOW of ludia b present political status in the Empire The 
conclusion is theieforo mcMtablc that this question can only become a 
matter of practical politics ulicn the promised goal of responsible 
go^crllmcnt is reached 

35 It may well be argued that while subscribing to the prmoi 
plo of Imperial Preference our conclusion leads to the postpone 
ment of its application to the time ulien India attains her full status 
in the Comraonwealth This is practicallj the unanimous mow of 
the people of India We arc houcacr, of opunon that the Indian 
Mew would be faaoiuaUy inclined to accept the immediate appli 
cation of the principle proMded conditions are created to place 
India at once on the same footing as the Self Go^ernlng Dominions 
in this matter It ina> be pointed out that m 1918 uhon the Go%crn 
ment of In lia proposed a further gift of about £45 miUions to Great 
Britain for the prosecution of the war, they left the decision to the 
vote of the non ofTicnl members of the Imperial I egislatue Council 
It IS therefore possible even under the political status which India 
now cDjojs to so arrange matters as to bring about in practice the 
position whuh the Dominions oecupj We will therefore rccom 
TOcnd that the power of imtialing granting larjing and withdraw 
log Imperial Preference in regard to cverj article should vest b> 
legislation or other cqnall> cffecinc means m the non official members 
of ibe liogislatuc As. cinbl> They will thus be empowered bj non* 
officrnl %otc to rtgulatc the jmlicv of Impenal Preference with perfect 
freedom on the same lines ns those enjoyed by the Self Governing 
Dominions, 
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36 In parngrapli 22'» of Ibe Import, it 

“ ^rhcn the counlrj receump the prcfi*rr.., 
ticallj the \\holc ttiirkd, then the pnee v, n. , 
regulated bj the lower rate The Iwunly to \\ 
Jacturcr will ccaso and the container wdl p,* , 
lower rale ” ^ 


In paragraph 220 it « Ktated that 


“ alter the pretexcnco w 


giNcn, the price io 


lime may bo regulalcd by the higbcr rate of d , 
faeturers of the favoured country wiU fee ” 
already csplamed, a bonus of the Uifrcrr.t!l!'^ 
rates The effect of this bonus ls to aijni 
manufacturers of the country rcccuin" 
a short time they may secure for Ihcms^Ucs ii 
driving out altogctlicr the non preferred mai 
price to the consumer niU then be roguJair.r 
preferential rate of duty, and the fa\ cured 
find the price falls to the true compeiituc loi^i 
not thereby lost the whole henefit of the prctcri 
IS represented by the additional quarter of t' 
they ha^e secured for themseUcs at the expe 
preferred rivals Thus they benefit even wh 
has ceased to suffer " 


37. It IS contended that •w-hcji the whole supply 
preferred country the consumer will cease to suffer 
gent upon there being lu the prelcrrcd country j 
competition to regulate the price on a competitive 1 
tvith the policy of protection attention has been dra 
of a possible eombinatjou of manufacturers for tlie p 
mg the domestic consumer It is further btated 
that a protectionist system certainly gues an 
undesirable forms of combination 

“ la a free trade country no combmat 
turers is able to keep the price of a coma 
world price If all the manufacturers of a p 
agreed not to sell below a certain price the c 
be that their home market would be capture 
manufacturers seJliag at the world price 
protectionist countries is different Here w 
wall affording, when the foreign mannfacti 
partly or wholly excluded, a certam latitudt 
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Member o£ the Commonwealth she will, we feel condefint, he ready to 
adopt a policy of Impcriil Prefcignce 

34 Paragraph 255 of the Report records the fact of the 

“ almost complete unanimity with winch Indian witnesses 

opposed the principle of Imperial Preference ’* 

One of the principal reasons for this opposition is, in our opinion, 
the fact that India is not free, t e , does not enjoy Dominion status 
in the Empire The Hon’blc Iiala Harhishen Lai pointed this out 
in his eMdence He expressed lumseU in favour of the principle 
of Imperial Preference on the distinct condition that the political 
status of India should be the same as that of the other partners in 
the Empire Captain Sassoon also fasoured the principle but con- 
ditionally upon the right of India to withdraw such preferences 
when her interests required her to do so It will be obvious that 
Indnn sentiment is piictically unamroous against Impeinl Prefer 
cnce m mow of Imlia’h present political status m the Empire The 
conclusion is thcrcfoic mesitable tint this question can only become a 
matter of practical politics when the promised goal of responsible 
gosernment is rciched 

35 It may well bo argued that while subscribing to the princi 
pic of Imperial Preference our conclusion leads to the postpone 
ment of its application to the time when India attains her full status 
in the Commonwealth This is practically the unanimous of 
the people of Indn We arc liouc\er, of opinion that the Indian 
view would be fa\omdhIj inclined to accept the immediate nppli 
cation of the principle proMded conditions arc created to place 
India at once on the same footing as the Self Go\criung Dominions 
m tins matter It maj he pointed out that in 1918 ^slieti the Go^e^n 
ment of India proposed a further gift of about £45 millions to Great 
Britain for the prosecution of the s%nr, they left the decision to the 
vote of the non ofTieial members of the Imperial Lcgislati\c Council 
It is therefore possible cien under the politieal status -which India 
now cnjo>a to so arrange matters as to bring about m practice the 
position which the Domintons occup^ Wo will therefore Tccom 
wicvivi \Viv pcTftcT oi mitiatiug granting varjing and \tiVhv\Taw 
ing Imperial Preference in rcgni^ to c\cr} article should sest b> 
legislation or other equallj cffcctnc means in the non ofUcial members 
of the IjTgiNlntne Assomblj They -ndl thus be croimucrcd bj non- 
onieinl ^ote to regulate the i>olicy of Imperial Preference -with perfect 
freedom on the same lines ns those enjoyed by the SeUOo\cnimB 
Dominions. 
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lumc raanuEactmcis If the Inttci tlo not combine, the home 
price will be icgiiliiteil by the oidmai\ conditions of internal 
competition But by means of combinations, it is possible 
for the home niamifactureia to keep the price distnietlj 
nbo\c the true compctitno lesel without m\iting foreign 
competition *’ 

The Beport points out \aTiom remedies to be applied in the 
e\ent of such a C{>rabination mntciinlising m India Under Indian 
conditions such combinations arc a remote contmgencj but in 
adianced countries they are far more possible. Applving this 
analogs to preferred conntiics the Indian consumer is likeU to 
sufTtr hcasily when bj means of picfercncc tlio competitisc foreign 
manufacturers base been excluded and the piiccs luc imintamcd 
at a high lescl Tlic case of (he monopolj in “ sliipping ” is 
a clear instance in point The Indian people base to pn tom 
pirntisclj higliei lates of ficight because competition has been 
cliimnitcd and a piactical mouopolj has been cicattd Combina 
ttons of manufnctuicrs m India ssould be casilj knoun anil the 
Iiulinn Uosernment can dcsisc adequate measures to counteract 
tlioir cmI effects on the consumer When, howescr, competitive 
foreign manufacturers have been olimmatcd and the whole Iiulim 
mirhet becomes tlie mouopolv of the inamifacturei's of <i preferud 
tountij, the consumers mn} be penalised to a lioaw extent and 
the Gnstrnmont of India inns bo posscrless to lake immtdiafc 
and cffcctisc incnsiires to counteract the csil Tlic umcdj svouhl 
of course be to withdrnsv prcfcrcnct, but the foreign nianufacturcis 
basing lost the important ledum market mnj Irnst riduced pro- 
duction and maj not find tlicnisclscs in a position to re enter the 
market to the benefit of the Iiulinii coniumcr. There is .there- 
fore cle.ir danger m the giant prefciencc and the loss to the 
consumer in India mas not prose to be temporal j ns stated in 
paragraph 227 

ty In paragraph 231, attention is drawn to a jiossililc ndsantngc 
to India in the matter of her export trade It is stated that 

if the preferences me imiKirlant, this will tend to build 
up direct Hhippiiig connections betsveen t!ie two countries, and 
ns n toi Nequenee ssill gisc the txi>orters of the couiitrj granting 
tlie prifin.nce ‘•imp adsfliitagc in the inoikit of the couiilrj 
rncisiiig the preference In other word', if imports arc 
uit raeted from a particular countra, they will be a tendcuc> for 
export* to be attracted to that countrj*.’' 
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We arc not satisfied ^bclber in Men of the rctinl trade l^tn-een 
India and England nnv «fnch ada^nt** e a^ill accrue There is n 
danger that m ch a lolicx iim p It haii producer, ba 

reducing th" number of hmers competition amongst whom mam 
tains a standard of arorld prices for Indian pralnce It mav also 
be remarked tint there is a atrj strong feeling amongst the Indian 
people m faaout of an Indian mcrcmtilc m irme Reference has 
been made in the Report in paragraph 131 to this fi cling and rcccntlj 
it found expression m the Central Legislature Nothing should m 
our opinion be done uhicb mil ha\e the clTict of retarding the 
establishment of a mercantile marine m Indi i or of making its 
success doubtful 

39 We regret that our colleagues should have pleaded for 
Imperial Preference on the ground amongst others of mamtammg 
the British Navj We feci that the question of naaal defence of 
the Empire stands on an cniireli diiforent footing and ought not 
to haae been brought forward in this coimcclion It might haac the 
effect of rcaiTUig a political controaersj nhicb is best aaoidcd at tho 
present juncture In our opinion the question stands on Imperial 
sentunent alone and should be exammed from that pomt of Men 
The defence of the Empire depends upon \arions other standpoints 
and the maintenance of the Indian armj a\ Inch has sera ed tho 
mtcrests of the Empire m the aanous parts of the world will haao 
a pronjumed bearing on the issue As the (imstion has been laised 
we will content ourselves by remarkmg that the economic prosperity 
which we anticipate as thp result of cxtcnsiac mdustridlisition uill m 
course of tunc enable India to mamtain in Indnn waters a na%y 
sufficient for the defence of India officered and mumed bj Indian-, 
It will also prove a valuable Imperial asset 

40 Havmg drawn attention to the possibilities which a policy 
of Imperial Preference maj lead to we leave the matter with full 
conadcnce in the bauds of the iiou official membu-s of tbo Legislate 
Assembly m the conviction that as representatn cs of the people of 
India and fuUj comersant with Indian sentiment they will gne 
effect to It in a manner consistent with Indian interest lu all its 


aspects 

41 \\e wish to 111 ikc U i trftLllx cltir that we have dealt avith 
tUe question of Imrcr.al rrcfercnce us between Ln land and India 
and not as affecting the British Dominions and Colonies \Vc are 
unanimous in thinking that a different poliei should be adopted m 
regard to trade relations nilh other parts o£ tho British Empire 
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Our colleagues recommend in paragrapi 2C4 that 

“ Hitherto, in discusmg the question of Imperial Prefer- 
ence we have confined our consideration to preferences 
granted to the mother countrj IVith regard to other parts 
of the Empire, we would recommend a different policy. IVe 
Buggcat that to the Umted Kingdom should be offered such 
preferences as India may find she is able to offer without 
appreciable injury to herself. "With regard to other parts of 
the Empire, wc recommend a policy of reciprocity such as is 
already adopted by more than one Dominion for inter-Dommion 
trade relations , that is to say, preferences should be granted 
only as the result of agreements which might prove to the mutual * 
ad\autagf‘ of both parties In this connection, India would 
doubtless not be unmindful of the fact that she already enjoys 
the benefit of certain concessions granted by Canada and Now 
Zealand Ihe agreements uhich we contemplate would be purely 
^oluutlry , there would be no kind of obligation on India to 
enter into them unless her own interests appeared to demand it , 
aod It IS evident that pobtical considerations could not bg 
excluded in dctcrminiug whether it was desirable for India to 
cuter into an economic agreement or not ” 

In the next paragraph 2Co, it is stated that 

' \\ c thmk It 13 necessary that there should bo laid down 
for Imlm some policy of the inturc outlined abo^o in regard to 
trade relations with other parts of Ibo Empire \Yc ha\o 
already mentioned tbat India rccciics preferences from Canada 
and New Zealand Wo uudcistand that proposals for recipro 
city were rcceiicd in 1919 from one of the Dominions. Wo have 
been rtecntly informed by the Canadian Government Trade 
Commissioner to India tbat a prclcrcnco on motor cars granted 
to Canada vould btmmlatc the present tendency for the well- 
known makes of American cars deetmed for the Indian market 
to be nuide m Canada and uould be regarded ns a graceful 
reciprocal net on the jmrt of India It bccms probable that this 
bcnchl coaid U. conferred on Canada iMlIiout uuj appreciable 
loss to India ” 

12 Wc cannot agree to an} tridc ogri.tmcnls being entered into 
an> Doinniion which discriminates ngamst the people of this 
counirj We bclicic wc arc aoiciug the unanimous opinion of the 
people of India when wt bO} that no ogrecmcnts based c>cu on 
fcciprocit} 111 trade luatlcrb bhould be cuUrcd into with uu} Doroimou 
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which has on its statute twiol nnv nnti Asiatic Ircislalion applying 
to the Indian ptople Onr collcnjniM point out the fact that Canada 
and New Zealand have conferred certain preferences on India To 
the Indian people their self respect is of far more importance than 
anj economic advantage which nn\ Dominion mas choose to confer 
by means of preferential treatment We ma\ confidently state that 
the people of India would much prefer the witlulrnwnl of Kiich prefer 
cnee as they would not care to he economicallj indebted to any 
Dominion which docs not treat them as equal members of the British 
Empire having equal rights of cilirenship 


43 We arc not opposed to negotiations being opened for trade 
agreeme its on a reciprocal basis but the condition precedent must 
be the recognition of the right of Indians to equality of status The 
first principle of Imperial soLdanty must in our opinion, be equal 
treatment of all nations forming part of the Empire The facts as 
regards the treatment meted out to Indians are too well known to 
he mentioned here We will therefore content ourselves with re 
cording our emphatic view which we think reflects the feeling of tho 
whole countn that no trade agreement should be enterel into with 
ony Dominion unless it agrees to treat the Indian people on a footing 
of equality and to repeal all anti^sntic lc,?islation m so far as it 
applies to the people of this country 

44 We will now summarise our conclusions in regard to Imperial 
Preference 


(0 We arc in faaour of the principle of Imperial Preference 
on the distinct condition that India should m this 
matter he put on the same footing of freedom as is 
enjoyed by the Self Go\crning Dominions and that the 
non official members of the I egislatne Assembly should 
be given power by legislation or other equally effective 
BiMM to initiate Brant wy and ivithdraw preference 
as may tic necessary in the interest of India in alt its 
aspects 

(„) Ihat the condition precedent to any ai^ecment mth a 
‘ lintish Dominion in trade matters on he basis of ree. 

procity slioold be the rceosn.tioii of the ri hi of the 
Imnan people to a status of complete duality and tho 
repeal of all niiti Asntie laivs so far as they apply to 
tho people of India 
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Oar colleagues recommend in paragraph 264 that 

** Hitherto, in discussing the question of Imperial Prefer 
cnce Tve have confined our consideration to preferences 
granted to the mother conntrj With regard to other parts 
of the Empire, we would recommend a different policy We 
suggest that to the United Kingdom should be offered such 
preferences as India may find she is able to offer without 
appreciable injury to herself With regard to other parts of 
the Empire, we recommend a policy of reciprocity such as is 
already adopted by more than one Dominion for inter Dommion 
trade relations , that is to say, preferences should be granted 
only as the result of agreements which might prove to the mutual 
advantage of both parties In this connection, India would 
doubtlcbs not be unmindful of tlio fact that she already enjoys 
the benefit of certain concessions granted by Canada and New 
Zealand Ihe agreements which we contemplate would be purely 
%oluntirj , there would bo no hind of obligation on India to 
enter into them unless her oum interests appeared to demand it , 
and it IS evident that political considerations could not bg 
excluded in determining whether it was desirable for India to 
cater into on economic agreement or not ’ ' 

In the next paragraph 265, it is stated that 

\\ c think It IS necessary that there should bo laid down 
for Iiulii some policy of the nature outlined above in regard to 
trade relations with other parts of Iho Empire Wc have 
already mcntioued that India receives preferences from Canada 
and New Zgaland A\c understond that proposals for recipro 
city were received in 1919 from one of the Dominions We have 
been rtccnlly informed by the Canadian Government Irado 
Commissioner to India that a preference on motor cars granted 
to Canada would stimulate tlic present tendency for the well 
known makes of American cars destmed for the Indian market 
to be nmde in Canada and would be regarded as a graceful 
reciprocal ai.t on the part ot India It beenis probable that this 
bcnclU could bt conferred on Canada without aiij appreciable 
Joss to India 

42 ^^e taniiot agree to anj tridc agrceiucnls being entered into 
wiUi anj Dominion which discriminates against the I'coplc of this 
countfj We believe wc are voicing the uiiaiinnous oj inion of the 
pco| Ic of India vnIkii wc saj that no a(,retint.nts based even ou 
ycciprocilj in trade matterb should be cnlercd into with au> Donimiou 
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CHAPTER V. 


Foreign Capital. 

45 The onlj* exception wliuh mir collci"nes nmlvc in rccom* 
mending free and nnconditioml introduction of foreign capital 
after the pollc^ of protccti i i*? adopted and a tariff nail is erected 
IS contained m paragiaph ■nhieh reads ns follows — 

“ "We thinh, howeaer, that where Government grants any- 
thing m the nature of a nionopolj or concession, where public 
mone\ is gnen to a eompans m the foim of nn\ kind of subsids 
or bounty or where a licmsc is granted to net as a public ntilitj 
companj, it is reasonable that Government should mnl c certain 
stipulations ^\he^c the Indian Gov eminent is granting con 
cessions or where the Indian tnxpajcrs’ mone> is being 
devoted to the stimulation of an enterprise, it is reasonable 
that special stress should be laid on tlie Indian character of the 
compinios thus f ivourcd In all such cases ue think it would 
be re is in iblc I i nM^t tli it companits enjov mg such conces 
sions sli( ul 1 In lUv 01 p .rated and registered in India with 
nipce ciipital, tlint thtr should be a reasonable proportion of 
Indian Dkj^tors on the BotJ and icasonablc faeilitus should 
be offered f^thi* training of Indian apprentices at Government 
expense ” j\ 

4C Wi are ^nhle to appreciate the distinction drawn between 
companies gettiiii% Govennnent concessions and companies esta 
Wishing thcinsohc^g l;chind the tariff wall erected under n policv 
of proitect^n^ll ran understand such a distinction under a poliej 
'‘ji irce trade ThttOovcrnmtnl oi India have, as pointed out in the 
Report laid iliK* tin foil »v in » policv under free trade 
conditions 

“ Tlie settled pohev of the (Jovemment of India is that 
no concc-ision «-hould In given to nnv finns m regard to in 
dustrios m India unless euch firms have a rupee capital, nnlcss 
Riich firms have a j n porti r at nnv rale of Indian llinetors 
ami iinliss mich fini« nllow fneilities for Indian apprentices to 
be trained in their workfc 
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47 Tlifi (listincfion to ho <lfwn on tiip qnostmn tinder n policy 
of free trade find tint of protection w obMons In tlic former cn*e 
the pnnt of concrssirn is o fn\oiir justify inp tlio ln)inff doim of 
fipccnl conditions T1 is ^^ns done In the Gotcniment of Indn 
Under a pollc^ of protection the right to establish nu industrial 
onterpn e beliii I tl o tariff nail is a concession in itself There 
!•» rcilU 10 dist i ction lotwcen Oo\cmincnt granting subsidies or 
bounties out of n nc c lletted h\ them bj s\nj of ta-^ntinn and 
allowing an industry to tax tl o people directly bj means of higlior 
prices resulting frnn prolecluc duties In both cases it is tlio 
people of India nlio 1 n\e to paa iho pneo either as tax paaers or 
ns consumers Industrial conceitis lenefit oitlicr direetla from 
Government subsidies or 1 ounties or mdirectla 1 a luglier prices 
due to protectiao duties If tlie imposition of conditions is jnstifi 
able in tho one case it is equally jnstifiablo m tin, othor Otu 
conclusion therefore is that eaer> companj desiring to cstnbhsU 
nn industrj after the policy of protection has been adopted m 
India ghouM bo subj«.el to tho same conditions arhich arc recommend 
ed by our colleagues ii , that all such companies Bhould bo meor 
porated and registered in India aeith rupee capital, that tlicio Rliould 
bo a reasonable proportion of Indian Directors on tlio Hoard and 
that reasonable facilities should be giten for tho traiuing of Indian 
apprentices 

48 Tl ere aie special reasons svhj all induslnnl companies 
should be incorporated and registered in India uith a rupee capital 
In this connection ue should Id c to quote Sir Predcncl Nicholsnii 


“ I beg to record mj strong opinion that in the matter of 
Indian industries wc arc bound to consider Indian interost« 
firsth, secondh, and tlurdb ^ 

the local raw products should be utilired la sccondh, that 
indnstnos sliouldl e introduced and bs tliirtlh, that the j.rotlts 
of such industries should rcinnm in the coiinfr^ 


Our colleagues base stated in pingraph 29T tliat m their opinion 
“whether the immediate profit goes to a foreign or an Inlinn 
capitalist tie main and idtimatc end namel', the enriehment (f 
the CQunt^^ will Ic attained' tNe ma^ pomt out tJ e fnlliei 
imderh m- tlus argument The cnriel ment of the country depen s 
m the ^^or^U of Sir Frcdcrel ^lcholson upon the profits of U, 
Inuustrrrlaming m the connlr, I.aI.onsl wealth ean thus I 
increased in n shorter periol of lime than I r the tahuig nwav of 
Jiulustnal profit to foreign countries 
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CHAPTER V 
Foreign Capital. 

45 The onlj exception \\hich our colleapiies nmko in rccom 
mending free nnd uneonditionnl introduction of foreign capital 
after the policj of pioteetion ii adopted and a tariff -wall is erected 
13 contained in pnra^iaph 292 mIiicIi iead> as follows — 

" "We thinlc, howcaer, that arlicrc Qoaernraent grants any- 
thing in the nature of a monopoly or concession, where public 
monej is gl^cn to a companj in the foim of anv kind of Bnbsid% 
or bounty or wberc a Itctnsc is granted to act as a public utilitj 
company it is icasomiblc that GoNcrnmcTit should make certain 
atipulntions A\hcrc the Indian Go\crnTncnt is granting con 
cessions or where the Iiulian tnxpa>crs' money is being 
dc\otcil to the stimulation of an enterprise, it is reasonable 
that special stress should be laid on the Indian character of the 
companies thus fasoured In all such cases nc think it would 
he icasoniiblc to insist that companits cnjojing such conces 
Rions hliould be incoiporated and icgislered in India uitli 
rupee capital, that tlicic should be a reasonable proportion of 
Indian Df^ton. on the Bo’'rd nnd reasonable facilities sliould 
be offtred f^thc trmiing of Indian apprentices at Gosernment 
expense ” Ij 

"IG Wc arc Iambic to appreciate the distinction draun betucen 
companies gottiniX Cos eminent concessions and companies estn 
blishing themseluj^ Iclimd the tariff ssnll erected under a policj 
of pro^etj^k"^^ can understand such n distinction under a policj 
''^4 iree trade ThGGosernmtnt oi India hn\e, ns pointed out in the 
Report laid douj thi folloixin,: pokes under free trade 
conditions ■- 

“The sctthil policy of the Ooxernnicnt of India is that 
no ennee sun ^■lionld he gixcn to nn\ firms m regard (o in 
diistries m India unless sneh firms hnxe a rupee capital unless 
Mieh firms hn\t a j rc pnrli n tit nn\ rate of Indian Dinetors 
ami unless such fini s allow fnrilitus for Indian apprctilices to 
be trained in their works ’* 
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-Ul C2>tul)l]&lllll[' lll\\ ItldU'.LtJVh Ittlllll IkII ttiull K (ItllM (0 

acttml imdtquno of ittpitul unti ir> ■ ui (■jittiiuti iiImiiIv' 

prn^ed In tin iiuliisl j uil a ti\tli *• win I »« mil'll Imiii lln Jiidiiinl 
•protection afT rd d li \ n» tonditioii Jin ntiiM iti'm-i iiliimuilri 

vliichthi GoAtriiniciit ol India Iiiim Imui iilil* I' Ixnnn in India 
for State purj) si. js iiiintlii r pnmr timl iidi (junli • apUal in aviilluliln 
in India for mve'rtmciil in mift niid wntind i liiinin )« eijuiiriiii' p 
reasonable return A )i >li > <il iiicil tniii will pivi tli< >i 
confidence and t/c Inild tl« \i \ tfiiit icuKotmldy iid‘>|iiitl< <aiii(dl 
T'lll be available under suel u piIi j In atijiporL of ilm vi< y/ ^o 
iiia-\ quote from -tbe cvidcuf e of Mr flljak**sji<ar of (j/tv//iiioi< wbo 
stat*’d that on'*c confidi’n • t ^ er« it'd b> aflojitm ' « jiolpy of itnj 
“taction file difiieul*'' ir oblaimii ' » ipitil t/otlJd Itr(<ly 
It v> n‘»eau’‘e v/e d<*ure tliat Mida’lciab' it/o/i ^•ho|Jid i;ro<.<id v^ry 
rapidl'i -that ve are im'paT*’d t‘ - "P* tJi< adv#-/}! o^ for i -v < ii/lliJ 
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49 It appears to us tliat there is some confusion in the treat* 
ment of considerations relating to capital contained m the Report 
Loan capital and ordmarv capital arc muted up It is only m 
regard to this latter form of investment that there can he room for 
difference of opmion, and the balance of advantage has to he as 
certamed Our colleagues point out the advantages of a rapid 
development of industries as eonduemg to the relief of consumers 
Wc are unanimous m thinking that in the interests not onlj of the 
consumers but of the economic advancement of the country, it is 
essentially necessary that industrialisation should proceed at a 
rapid pace It is because we apprehend that the progress will 
he slow that v\e have demurred to the stringent conditions vvhicli 
our colleagues have attached to the policy of protection and tho 
qualifications vith which they have circumscribed it We will, 
therefore, state at once that wc would raise no objection to foreign 
capital in India obtaining tho benefit of the protective policy provid 
cd suitable conditions are 'aid down to safe guard the essential 
interests of India 


50 Wc must not be understood os subscribing to tho reasoning 
adopted by our colleagues m agreeing to the introduction of 
foreign capital in India behind the tariff wall We should like to 
drau attention to tho following extract from paragraph 2^9 of tho 
Report ^ ‘ ‘’f 

^ intrinsic benefits of increased 
jifT- . 1 ^ 17 ** Tvwv who brings Ins capital to India 

f pf which at her present stapo 
she stands greatly in nvcd It w on the whole the foicign 
capitalist who imports ibto the country the technical 1 nowlcdge 
and the or,,ani3ation wl^wh arc needed to give an impetus to 
industrial development if is to him that no must lool largely 
at first for the introduction of new industries and for instruc 
tion in the economics of mass production '* 


Wc regret that our colleagues should have thought fit to ilcprotmtt 
the capacitj ot Indians in the loaitcr of industrial enterprise Tlie 
historj of such iiulustnal development ns lias Icen possillc under 
free trade con litions shows that Indians have froclv imported 
teclmieal skill from abroad pending the training of In Inn nppren 
tiees nnd have conclusivclv shown tlicir capacitv to irr-onise and 
d* velop large scale inclustriia The lack of capital to vvl icli rejirnt 
cd references have been made is duo more to the ri-sl s involved 
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IB cst iljlisliing new iniluslrK'' under free trrd 
actual inadcciuncy of cTpitnl Hus ws*». in 
proved h\ the mdastrnl nctnitics which p-u’* 
protection afforded b\ wir conditions 'Ihc 
•which the Go\ eminent of India hfi\e been nhl 
for State purposes is another proof that ndcqim 
m India for mvcstmciit in nafo and sound 
reasonable return A policy of piottilioii wi 
confidence and we hold the view that reasom 
will be available under such a pohej In kuj 
may quote from the evidence of Mr Shakespi 
stated that once confidence was created, by ad^ 
tection, the difficulty in obtaining capital wo 
It IS because we desire that uidustnalisatioii 
rapidly that we are prepared to accept the nd 


to accelerate the pace 

51 "We will at once proceed to state tin 

think should be laid down m regard to fc 

TcSrence to manufacturing industries m India 
rciereuee companies should be mcorporaUd and 

^ m India m rupee capital 

rov There should be a reasonable proportion of 
Directors on the Board _ . . , 

(3) Reasonable facilities should be offered for the 
'■ Indian apprentices 

ro ». , matter ot lact. there is no diitetcMO ot oi,i„|,,„ 
U- As a mentioned The Government of India 

regards the condi i conditions under n free trade ^ 

themselves laid down coneessioiis Our collerigiifs 


regards ,w„ conditions under a free trade |,r,n,j, 

themselves laid doTO ° coneessioiis Our collengue, |, 

regard to all ““P™® ™ the same imes il any co„er„|„;* 
also made are granted There is ill our oi,i„|„„ 

such ns hountics and coucLaons and the right to cstahlisl, 

no distmclion between a c^^ the Got eminent tar 

mduslries within the tanll ^^^^ent permit the consumers t„ )„ 
the people while in the othc protective duties Apart 

esploited by means of opimon strong reasons 


bumcis iua* * Tn fact. ** It u* *'■ 

lished in this eountrj m cf ,hc companies thus 

should he laid on the 
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fonntd Tlic rate of protection ha*! to be determined from time Id 
time and it appears to* ns essential that in the interests of the people 
of India Government should have all the materials necessarv to pro 
tect the interests of the people 'We maj be permitted to point out 
that this condition can hj no means be regarded as onerous India has 
been %vorking all these years under a policy of free trade X\cry 
foreigner was therefore free to establish industries in India Many 
foreign firms have availed themselves of this privilege and have 
established a largo number of manufacturing industries The pro 
portion of companies incorporated elsewhere and norhmg in India 
13 comparatncly aciy small and there can therefore be no hardship 
if under a policy of protection it is laid down that e icU company 
which starta manufacture m India shall be incorporated and 
registered in this country 

53 There is one aspect of the question to which attention must 
be drawn If our colleague & recommendation is accepted it will 
be open to cacrj foreigner to cstabliab moimfacturing industries in 
India bj moans of companies incorporated in their oivn countries 
and :u their own currenej This danger did not exist under a 
policy of free trade, but it is bound to maternlLsc when the benefit 
of protcctiio duties becomes available We may ha\c under such 
circumstances companies incorporated elsewhere say in America m 
dollars, in France lu francs, m Italj m liras in Germany in marl s, 
in Japan in jeiis and in China in dollars etc It will bo also jiossi 
bio for these corapames to obtain their whole capital m their onai 
countries and thus carrj away the entire profit of manufacturing 
industries established behind the tariff wall Tbo consumer will 
ha^c paid a higher price due to protccli>c duties and the entire 
manufacturing profit will ha\c gone out of the country 'We cannot 
ohMOuslj understand how under such conditions the mam and 
ultimate end i:r, the cnrK-hmcnt of the country will be attained ’* 
(Paragraih 2D3) We would venture to as-sert that India cannot 
possibly be expected to adopt a policy which is liUly to lead to such 
a result 

5t Sir Frederick Isicholson's third condition is that the pro 
fils of Indian industries should remain in the country We arc 
accepting for the present the policy of foreign capital for the rapid 
development of industries, but the safeguards of incorporation m 
India and rupee capital arc cvsontially iwccssiry to provide for the 
opj'Ortumta of inicstnicnt of Indian capital and the ntciiti n of 
indii trial profits at least to that extent in this country O mpaines 
iiicor|K)r itcd m foiaign eoiintrics niid in tin currency of auch 
countTiy STould not pros idc sutb facilities for lus cstracut We w o^uM 
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sliecnll\ iiiMtc ntlcntioii lo the dcsiraliiliti of ilm«inc inicMIo claw 
cafital to industries Unless tlic companies arc incorporated m India 
m rupee capital the opportunitj for such imestment mil hardly 
arise It „ not reasonable to capect the people of India, Bpecialls 
the middle elasscs to tal e the risk of oachanRc lit imestment in com 
panics incorporated in foreign countries in their currency cren if 
an> such imestment is possible We belieio there mil he no dif 
fcreiiee of opinion on the point that Indian capita! should have f^ 
scope for imestmei t in Indiai. indnstries and that foreiRn Sp.S 
should nierelj suppleineiit it to aeeelerate the pace and to provide the 
earlj relief of the burden on the eoiisumer We do not apprehend 
anj danger of the kind indicated in the report ti , that sneh a 
policy avill lead to the formation of pruate companies* There is 
our opinion aery little likelihood of indiaidnnl firms providing th^ 
aahole capital tlierasches b} registering priaate companies If 
ever such a contingency arises it can only mean that the profit of 
the enterprise is expected to be so substantial that the promoters 
desire to keep the ovholc of it to themscUcs and carry it aovay to their 
oavn countries If such a danger materialises and foreign firms 
resort to such expedients wc tlui k that the Government of India 
should by means of legislation or otberniso take steps to put a ston 
to It ^o foreign countrj should be allowed to monopolise the pro 
fits due to the policj of protection m India and at the cost of the 
Indian consumers 


55 Tho condition about a reasonable proportion of Indian 
Directors is the logical outcome of the policy laid doavn by the 
Goaernment of India and supported bj our colleagues It is true 
that joint stock compantes nc placed bj statute on a dempcratic 
basis and there is an element of racial consideration in tho question 
A\c may, howcacr, point out that in actual practice the result is 
different and that the Government of India haae themselves con 
sidercd it necessary to impose such a condition 


the ^ 

nise 

appi V. — ■ 

industries the managing agents arc incbned to tram ana employ 
Indians in preference to more costlj foreign labour In these cir 
cumstanccs our rocomniendalion xrould be that the Government of 
India i.lioul(l lake fioivcr 1 J ImiJatiou to hr.. „• about the trainms of 
Indian a, .prentices ... auel. ram. m the' m»v •» « eir d.^rr ,o,. con 
Elder Iiccciaar} Thia Icgi'lation liould np| (> lo aU facloriri |.i 



xtNUTB or pisskfri 


sbs 

India ^^IlCtbcr under Indinu or foreign mamgement If the tendency 
to ivlueh a reference is made m the report develops and the Indiau 
apprentices are being trained on economic grounds there will be no 
occasion to exercise the powers so obtained We have to remember 
that the (lueslion applies to all foreign countries establishing inanu 
fiictuiing industries in Indii and there may be an occasion in the 
interests of the people of India to put into force the provisions of 
such legislation 

o7 There is an economic aspect of the employment of foreign 
skilkd labour which needs attontioii The Tariff Board Ins been 
asked to take into consideration the cost of production in other 
countries and m India and to determine with other relevant factors 
the rate of protection -which should be granted to a gi\cu indnstia 
The cost of labour docs not form an insignificant factor m the deter 
mination of the cost of production and consequently the rate of pro 
tcction If foreign skilled labour is employed the rate of protection 
w lU be higher and the consequence will be a greater less to the con 
burners In many cases it will be necessary to cmploj foreign 
bkillcd labour at the outset and the consumer will ha%c to bear tbe 
necevsan loss Bat it is essential that such loss should be mmimised 
as early as possible The scheme of training Indian apprentices to 
take the place of foreign skilled labour bos therefore, the doublo 
adiautago of proMdmg further avenues of employment for teamed 
Indians and of minimising the loss to tbe consumer 
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CHAPTER VI 


The Tariff Board. 


5S We are nnanimours 


.animou:s m tbinlang that the many important 
functions •which are required to be performed necessitate the consti 
tution of a Tariff Board '* The Board must bo one ■which will com 
mand the confidence of the ccimlry* and must be nbore suspicion of 
anr subsscmence to particular interests.” While agreeing with tins 
general proposition, we think it is necc&»ary to secure a judicial 
decision amongst the conflicting mteresls and to have the consumers 
rcprc«=cnted npon it In our view, the Board should consist of three 
members and the Chairman should be a traiued Inwjcr occupying 
the status of a High Court Judge A Judge of a High Court has to 
adjudicate on important and complicated problems of litigation and 
his impartiality cannot be questioned Wc arc unanimous m think 
mg that “ It IS essential that the fact that enquiry is taking place 
should be widely knowu, that all possible interests should ha^e every 
opportunity for representing tbcir point of mow, that a formal 
enquiry should be held m public and that the Oovernment should 
publish the results of the cnquirj promptlj It will be apparent 
that at an enqn.rj at tvhuh all paaa.Wo mtorcata hat a la be 
esammed and a well balanced dceision is to be git en, tba matt 
, a j -.Tonld bo a man ''\ho has been trained 

bS 4 pe^ttee n .be cTtuU by expenenee on tbe Beneb 
of a ^lab Court We wonld therefore recommend that tbe 
Cbamman ofrte Tamil Boant abonld be an -meer posseotmp .beta 

qLalifications nthcr memben we must CTnmine the 

59 As oiut Anstralia m eonalitulinB their 

principles adoptea United Statei Tariff 

respeclitc port men of wide peneral 

Commission appoarc Chairmau ** oi pear to l»e 

attailimenta ” Ifembers I., law or 

,or the most ,X~'e! rrralmr a Tariff Com 

rn'r “ •' e nm.“rsr..e. of Amerira Bee.ion 

■ ■ in the 
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hope this has not been done iMth the object of kccpinp “ India to 
concentrate her industries on the manufacture of simpler forms 
of goods ” Tliat would be no real response to the unanimous mciv 
of the Indian people , on the other hand, it Mould cause great dis 
appointment in the countrr "We may point out that although the 
consensus of the Indian Mew, as expressed ha the Mitncsses who 
appeared before us, wss agai''st the introduction of foreign capital 
for industrial derelopment in India, wc lia\e agreed to recommend it 
on the terms mentioned for the reasons adsanced m the Report, 

t»2, 


“ If therefore ni addition to her own capital she is able 
to attract capital from abrond, her dcielopment will he acceler- 
ated • • • Protection entails a sacrifice on tho partJ 
of the consumer Our abject should be to make that sscrifice 
as short as possible The sacrifice is complete Mhen the new 
luduvtnes hare fulh de\ eloped Therefore it js of the first 
importance tint the deiclopmcnt of new industries should pro 
ceed as rapidl} as possible The more capital is employed m 
the development of industries, the more rapid Mill that 
development be and therefore the shorter will he the period of 
the burden on the consumers ” 

Indian opinion is tmanimous and insistent on the subject and desires 
an intense effort at mduslnalization. The Indian people ex- 
pect by means of protection and Mholc hearted co operation of the 
State to reach a commanding position m the industrial Morld witlmi 
a rcasouably short period of *ime Thej will not be satisfied h> i 
policy which is likclj to mal e them concentrate their efforts for 
many years to come on the manufacture of simpler forms of goods 
A policy which is likelj to lend to lhi> remit will not appeal to the 
people of India and the Coramissiou would have been constituted to 
little purpose, if tlic result of its labour is not likely to be more 
fmitfhl 


64 The economic problem oE India must at least now bo 
rd m a spirit of broadminded stitesmanship India m 
1 , 1 fiftli ot the human race can be of tremendous value' 
and rohtteal, both to herseU and to the Emnitc, jt dcrclom 
iN on hue-, last sniteit to her own conditions If m this 
her Otiaiiiins her full stature, there la any risk to the 
iiurctls of the Bnttsh nmnutaclurcrs, that risk must 
c 1 link that the risk i, remote, not because India is 
Irate on tho aimplcr form of manufacture ” hut 
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UINUTL OP PISSBHT 


Conclusion 


62 "We cannot understand why our colleapncs have been 
#ipologetic in justify in" the Cmmission s recommend ition m favour 
of a polica of protection India has attained fiscal fiecdom and the 
policj aaliicli s nnnnimoiisli supported b% the Indian people must 
1)0 the poliea wlu li should he adopted for this country It is n 
mere comiunnplaco to sai that a rich Tndn is a touer of strength 
to the Tnipire while an economically weak India is a source of 
weal ness In our opinion India uould haac been of far greater 
help to Til"! m<l dm in ' the war if a polica of protection had been 
adopted at h isf i ^ ti i tlnn i «» and ml ii* jiidiistrialisafion bad 
been mile possible It was a shoitsightcd polica to haae 1 ept a 
countra inliahitod bj on'' fifth of the Jiuman race in a state of 
chrome po\trf\ ha mal ing it almost cntirelj dependent on ngricul 
tore In Jinn puhtu ists of eminence with the full support of Indian 
public opinion hnae llIS^^tenfl\ demanded a ililTcrcnt fiscal policy 
for a long time past In the words of the Jleport *' the appoint 
ment of the Indiin Fiveal Pommission maa he regarded as the 
outcome of a (tnd imsis/cm/ devtand of the m 

India f r n roMs n of the ti rilT i oliea ” If U demand had not 
been res sfuJ flie i non e trowfli and Wy»f^) 0 inp of the people of 
India \ >nl 1 hnae he n securer! *1^" would undouhtedh ha\e 
1 een f i her i.roaf julMiriige a? J-^wmild also hnae been beneficial 
to the I mpin India J „ ^,ou nltnmnl fl'-eal freedom and wo 
eamesth trust _*i Ooaemment of India in cooperation with 

nuKiri I'mTTegislilure will hasten to Rise cflcct to the policj of 
industrialisation which wt reiommcml so that she may grow to Jier 
full economic stature within n rcnsonahlo period of time 


n W* hn\e to mnki thee t bserantioiis in stew of the state 
ment made our colleagues ii-, that " India for many years to 
CO nf u ItKfhj to roncenlnite on the twi] Jer foni s n/ ntamifoclured 
iioodinnil th.>se«repneiseh ili ve in wlmh tin 1 mted Kingdom ha 
the siiallest mterisi ” "We carnestK trust that no such limitations 
wini( pine. d m tin jntl of India h industrial dei eloptnent wc 
• Inie nlnndv i iiIhI • ut that vi disa»,ret with our collcngims 
rcgardii • tJ eir pn jt snU to hidt,i m the pohe.a of protection >Vo 
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hope this has not been done with the object of kccpinp '• India to 
concentrate her ^industnrs «>n the manufacture of simpler forms 
of goods ” Tint would bo no real response to the unanimous \jcw 
of the Indian peopie on the othei hand, it would cause great dis 
appointment m the countrj We may point out that although the 
consensus of the Indian \ie\\ as expressed b\ the witnesses who 

appeired before us w \s fcai^st tbc introduction of foreign canital 
for industrial dt-\elopmcut in Ii dm wt have agreed to recommend 
on the terms mentioned tor the reasons advanced in the Ren 
vxz , ' 

" If therefore in addition to her own capital she is w 
to attract capital from abroad, her development will be accel ^ 
ated • • • Protection entails a sacrifice on tho 
of the consumer Our object should be to make that sacrifi 
as short fs possible The sacrifice is complete when the ne*^^ 
iudu'‘tnes liave fullv developed Therefore it is of the first 
impo’-tance that tlic development of new industries should nr ' 
coed as rapidlj as possible The more capital n, employed i° 
the development of industries, the more rapid will that 
development be and therefore the shorter will be the period of 
the burden on the consumers ** 

Indian opinion is unanimous and insistent on the subject and desires 
an mtense effort at industnalization The Indian ptople ex 
pect by means of protection and whole hearted co operation of the 
State to reach a commanding position in the industrial world witluQ 
a reasonably short period of time Thej will not be satisfied bj 
pobey which is lihclj to ra.al c them concentrate their efforts for 
many years to cone on the manufacture of simpler forms of goods 
A policy which IS likely to lead to this rc^ilt will not appeal to the 
people of India and the Commission would have been constituted to 
httle purpose, if tJic result of its labour is not likely to be mote 
fruitful 

64 The economic problem of India must at least now bo 
Clammed in a spirit of broadminded 

habited bv a fifth of the human race can be of tremendous value, 

I„a “ow-i. to'" •» nl'T 

b» faced Wo tluok ttat .ho “ 

bkely to concentrate “ on the sunplcr form oi man ut . 
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Conclusion 


62 We cannot understand why onr colleagues have been 
Apologetic in justiCvmg the Cmmission’s rccommeiuldtion m fa\our 
of a policj of protection India lias attained fiscal fiecdom and the 
policy winch s nnnniraotislj supported bv the Indian people must 
be the pohci win h should he adopted for this country It is a 
mere connuonplace to saa that a rich Indn is a toi\er of strength 
to the Fnipne nhile an eeononneany weak India is a source of 
woalvuess In oni opinion India noiild lm\c hecn of far greater 
Ilf Ip to Tugl ind (bn ui" the u ir if a pohci of piotection had been 
ndojiteil lit )( 1 st a million i^o ami intuis imliistmhsation had 
been nuulc possible If ms a shortsighted poliei to haac kept a 
countn jiiliabitcd by on^ fifth of the human nee in a state of 
chrome po\e^(^ mnhiug it almost ontirelv dependent on apncul 
ture In Jinn publn ists of eminence with the full support of Indian 
public ojiiiiioii ha\c irisistenth demamlnl a di/Tcrent fiscal policy 
for a long time past In the words of flic Ueport, “ the appoint* 
wenf of flio Inilian Pi'-eal OonimNsion ma\ be legardcd ns the 
outcome of n tonq^lnniltin) ami inststcxt deinoud of the in 

India fra icMston of fin tarifT i«ln\ ” If 0 (umnnd bad not 
lieen ros fbr , mon le gr* «fb and ii^^Vheing of tlie people of 
India 1 mid baM b» n sieiiri'? I*., would undoiiHodh bn\e 
b( ( II ti litr rn it mhariipe n»»>.\\ontd nlso haie been beneficial 
to llo> l'iii(>iri India li^^ ^low ntlaimd fi'^eal freedom and wo 
enrimiU Ooiernmont of India, in co-operation with 

nat. iiiWin*Tegisli(uro mil hasten to gne effect to the polle^ of 
industrialisation nhich rctommond so that alio maj grow to he” 
full economic statiiri, nithin n reasonable period of tune 


GT We hnse to mnk< the^e obiennfions lu wcw of the state 
merit made In our oolloagues, ti-, that '* India for many !/roM o 
CO nr ts hkchi to concentrate on the tiwip/fr formf »/ 
poods and (luse are pn ciseh thi se in nliicli tbt I n»tf'i Kingdom ba 
L smallest lultrcst ” A\i t irneslli tnist tbat no sueb hm.Ulioms 
«ill b. pla<ed in flu jmth of India’s industrial deieb ~ we 
• }in\e nl^ead^ pointrd «mt that m disagroi svitb ^ 
rfgardii g tl < ir proposals to htdgi. in tin. polie',^^ 
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ill 


hope this has not been done inth the object of kccpinp *' India to 
concentrate her ;industr p« 5 on the manufacture of simpler forms 
of goods ” That would bo no real response to the unanimous mow 
of the Indian peopiC on the other hand, it s%ould cause great dts 
appointment in the countrv ^e may point out that although the 
consensus of the Indian mc^v ns expressed bi the >\itnes3es who 
appeared before us was airst the introduction of foreign capital 
for industrial dtaelopment in limii wi ha\c agreed to recommend it 
on the terms mentioned for the reasons adinnced m the Report, 
112^ 

“ If therefore m addiiioii to her own capital she is able 
to attract capital from abroad her dcitlopment will be acceler- 
ated • • • Protection entails a sacrifice on tho partj 

of the consumer Our object should be to make that sacrifice 
as short possible The sacritice is complete arhen the new 
ludustnos hwe fulh de\ eloped Therefore it is of the fin>t 
impo-tance that the dc\el pment of new industries should pio 
ceed as rapidlj as possible The more capital is emplojcd lu 
the development of industries the more rapid Mill that 
deaelopment be and therefore the shorter wiU be the period of 
the burden on the consumers 

Indian opinion is unanimous and insistent on the subject nud do>sius 
an intense effort at indiist-ialization. The Indian people c\ 
pect by means of proteetun and uhole hearted co operatii n of tho 
btatc to reach a command ng position m the industrial world within 
a rcasoiiabh sho-t period of inio Thc\ will not bo satisfied b\ a 
policj nhich IS Imclj to male them concentrate their cffoits for 
many years to come on ♦he manufacture of simpler forms of goods 
A pobey which is likeh to lead to this result will not appeal to tho 
people of India and the Commission would have been constituted to 
little purpose, if tlic result of its labour is not bkely to be more 


fruitfuL 

64 The economic problem of India must at least now bo 
examined m a spirit of broad minded statesmanship India in- 
habited ba a fifth of the human race can be of tremendous value 
nnlif leak both to herself and to the rmntrA .r ^ ' 


habited ba a fiftli oi inc iiuman race can be of tremendous value 
economic and polifical, both to herseU and to the Empire, if develop! 
TOcnt proceeds on lines best snitel to her own eonditions If jp tjj 
- of her atlnmins hcr^fuB Btature.^there is any risk to th« 


process 

iram 

be 

Ilk 


o kin.ic uny riSK to the 

mtcrcsls of the Bntish manufacturers, that risk mu i 
Ve think that the risk is remote, not because India^^ 
cntrale “ on tie auaplcr form of manufacture ” 
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■\Ir iJomcsIi Cliniidr'i Kutt s^js 

“ A dehbcntc cn(le'l^on^ -was now made to use the political 
power obtained by the East India Company to discourage the 
inaiiufictu ers in India In then letter to Bengal dated 17th 
'Marth 1709 tin. Coiupuii iltsind that Iht niamifacturo of raw 
silk sliould be encouraged m Bengal and that the manufacturt 
of bilk fabrics should be discouraged TJicj also iccommendcd 
that the silk umders should be forced to work m the Company’s 
faetorics and jirobibitcd from working in their own homes ” 


'llic Indian point of Men ims clearly stated by Wilson lu these 

iLllllS 

II id Inin been iinltiRndcnt she uoiild haie rctalialci!, 
would hi%t imposed piohibituc duties upon the British goods 
aixl would thus hn%c pUM.r\cd her own prodiictnc indubtrj 
from auiiihilatton iliis act of bclf deftnee was not pir 
nuitid hii bhc was at the of tin. htiaiigcr British 

fcoods utrt forccil ui*on htr without piling nn\ diilj and the 
fci iJeit mi iiuiiictun I iinplo^id the aim of politnil iiijuslito 
to ke p do >n and uUimHl«.I> htiaiigk the lompctitoi with wlioia 
he could not luve contended on ecpiit terms 
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APPENDIX A 


List of questions for witnesses gmng wntten evidence for the 
Indian Fiscal Commission 


ExPtANATOPT SOTT 

The folloiring qne«fion3 have been framed with a new to 
indicating the mam a«pec(« of the enquiry to he tindepia'ken b} the 
Fiscal ConiinLs«ioJi so far as the President and those Meml>er« o' 
the Co imi«.sion aihom lie ha« l>een able to consult can at prevnt 
judge of them Sections A and B arc intended to cover the general 
piohUms which will arise for consideration m determining the future 
direction of fLeal policv and m deciding whether India ehonld adopt 
a poUev of Imperial Preference TJie remanimg scetiona contain 
qotstioM dwisned to cl.c.t not onir the opinions but the definite « 
penenee of thee engased in the Torioua hranehee ol indmrtre end 
cenmierce In the case of answers to these questions the Commueuea 
will mturallv atteeh speenl importance to conclusion, resting on a 
aihcl foundetiou of facts and figures. 

•> It m not intended that those who ure engaged in mdustrr and 
- ii IS noi iiu ilspmscKes to the sections dealing 

commerce shouM o" eontrarr, there are man. 

With their require for their adequate 

questions m Sections A ,rith hu«mess conditioru., nnl 

con.iilcratron arr rntrmate knowledge wrU grre the 

It 1, hoped that those who ha „„ ,! e important and 

Comruision the boneSt o^ thfir getwni 

.hfiicnltprohleiuBlhataTM ,o «,Te- U, 

3 i\s explained above, ,,5 outlined at this stage 

whole add of the enquire, so lar a should attempt to 

It 1, not therefore eipeelrf thrt 

answer all the .questions “ “ ' ‘ been inelujed m 

an, point, releiant to ''•'j '"'•^^.^^eut that neh points shojll 
the questionnaire it would .....sent 
dealt with in a supplementary slatemcnt 
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Mr Honush Clniidra Dutt stjs 

“ A deliberate cndc'i\our was now toadc to use the political 
poncr obtained by the East India Company to discourage the 
nmiiuiuitii ers in Indii In then Icttei to Bengal dated 17th 
"Mirili 1709 tin. ( onip iin dcsind tint tin- ninuufa[,turo of raw 
silk should bo cncoiinged in Bengal and that the maiiufncturt 
of silk fabrics should bo discouraged Ihcy also iccommcnded 
that the silk w mders should be forced to work in the Company 's 
factories and prohibited from working in their own homes ” 


llic Indian point of view was clearly stated by Wilson m these 
til ins 

11 nl Indi i hion imh pendent she would liiNc TLtalialcd 
wnuUl luve uuvW'M.d vvoUdntivc <lutn.s uyoit, tlu. Bcitish. goods 
and would thus lia\c pnstrMd her own produilno industry 
from anmluhtioii Hits act of self defence was not per 
nutted liei She was at the inticj of Ihi. stranger Biitisli 
t,ooils were forced upon her without pijing anj dutj ind the 
fo iign ini imfaeturei <tnplo\id the aim of )>o\ilieil injustiie. 
to keej) do \i\ and uUiinatelj strangle tin, co)n|)etJlui with whom 
he eonld not have, contended on equal terms 
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APPENDIX A 

List of questions for witnesses giving written evidence for tho 
Indian Fiscal Commission 


ExrtiNATOllT NOTT 

The folloiving questions Invc been fnmed with a view to 
iiulic'iting the mun Tipecfs of the enquiry In be undertaken by the 
Fiscnl Commission so far ns the President and those Members 


tie Commission iihom ho has been able to consult can at pr^tnt 
judge of them Sections A nnd B nrc intended to coaer the goiieral 
probUms which anil anso for eonsid ration in determining the future 
direction of fiscal policy and m deciding whether India should adopt 
a polio Imperial Preference The remaining Rections contim 
questions designed to elicit not onl> the opinions but the definite 
perience of tlio«e engaged m the various branches of industrv and 
commerce In the case of answers to these questions the CommisMo i 
uill uaturallj attach special importance to conclusions resting on a 
wild foundation of facts and figures 


2 It not intenacrt tlint those who arc engiseij m mdnstri ami 
commeroo should conflno thcmscUcs to the -i ouol soct.o.,. dctl.n!: 
mlh their part.eular hmmess On the contrary there are nianj 
„ a ^ ct * rcc A ond B which require for their adequate 

Comm”, 'I “ lencst e^ thfU ttenrnl c.cws en tho laipertant ami 
difBcult problems that arise *i 

3 Ac oaplanfcd ahe,c, I? iTcta'i;' 

whole field ot the enquiry eo far M K c 

It I, uot therefore eapeeted giro hU new. on 

Answer all the questions H “ „liuh hair * 0 ^ l»ecn includetl m 
An> points relcMint to e„t tlat such points slioull 

the questionnaire, it would Ixt 
dealt with lu a supidcmentarj stateme 
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‘J5 ASliat effect tlo joii consider i nolicy o£ protcetioii Asould have 
of Protect on oa foiii^ii trade o£ Indn and on the 

tore (fa Trade gciicrni commercial position and prospects o£ 
(he country f 


20 Do you consider tliat Uic existence of n tariff whicli could ho 

r I „ . instrument for bargaining ■with 

tisofTanffrorbargainias . ,,, » 

Other countries Trould bo nd\antngcous to 

India 1 


J7 If so, irould >ou recommend the adoption of general and epocial 
tariffs, the apccial being applied to countries from uhich Indi i 
rcccucs fat Durable treatment t 

J» If the tariff IS to be und lu llui way, uould it bt ncccssiry to 
make it more detailed than it is at piesent T 

20 If a policj of protection ucrc adopted uould >ou iceomincnd 
■ Wlt.ita. lo, l.r„t *■"«' ®' permancut orgn.naation lor 

cti ns iU dtim* o( Ulan m\cstte;n(ing the claims of tanops industries 
to prutt-clioii from time to lime and for tho 
\ enodical readjustment of tariff rates f 

dO ^^hat IS jour \ict\ of the proper function of export duties ! 

. , Do sou think that they should be imposed 

oiu> for the purpose of r using resenue or do 
son lliink that ihoj jiiaj he utilised for other juirposcs also 1 

11 hot do 3 ou eoiisidcr gentridlj is the effLct of export duties on 
the export trade 1 Can thej m ccrlnm circumbtniu.e3 be imposed 
sTithout injury to the trade T If fo, in tho case of srhat trades lu 
India could this be done, aud to sshat extent 1 

U \\ould jou coiLsidir it tidsisublc to impose an expoit duls on a 
nw material m order to encourage its retention in India either for 
purposes of manufacture or for onj other purpO'^c ! If so, plcaso 
examine instances m which >ou would recommend such action and 
consider whether it ssould base ouj effect on tho producers of tho 
raw material and the amount they svould produce 
31 Do jxm consider that it would bo of adsantago to India to 
impose an export dutj on foodstuffs with a mcw to controlling their 
cxj>ori and tbcrcbj lowering Indian prices and tho cost of living 1 
N\hat effect do you coniulcr such action would bo likclj to haso on 
th'- ai,ricuUunil iiitcrcsU and on the quantity of foodstuffs produced 
In India J 
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34 ‘Would you consider it advisable to impose im export duty on 
a raw material in retaliation for an import dut> imposed by a foreign 
country on tlic manufactured article f If bO please examine cases 
m which you would recommend Buch action 

B — IWPCRlAli PfiTFEHENCL 


At present reduced duties arc levied by Ciiiada, Australia, South 
Africa and New Zealand on a number of articlcb imported from tho 
United Kingdom In Canada, Australia and New Zealand the pre 
fcrential duties arc usually about | of the full dutj , though the fraction 
^a^lcs conaiderablj both abo\e and below tins figure The South 
African preference is a small one and is usually only a rebate of 
3 per cent ad tolorem 

The United Kingdom has recently estabbshed preferential rates 
which are granted to the whole Empire on ncarJj all articles on which 
import duties arc levied in the United Kiugdom The preferential 
rale is as a rule either | or | of the full rate 

A number of the fimallct colonics eraut preferential rates to tho 
United Kingdom, and there ore also sanous agreemenU bctncca 
different parts of the Empire for mutual preference 
The countries which at present levy a loucr rate of duty on certain 
goods imported from India as compared with the general duty leiicd 
on imports from foreign countries are the United ICingdom, Canada 
and New Zealand 


The articles of interest to India on which such lo;\cr duties nro 
les lod in tho United ICingdom arc tea, coffee and t buco These arc 
all charged | of the fuU rate In the caic of Canada the only Indian 
imports of any account arc tea juto cloth and raw hides There is 
no dutj on raw hides or jute cloth On Indian ti.a the r ilc is 7 cents 
, tea imported from countries 

• aports from India a amall 

. as agaiQit the rale of 5d 

charged on tea imported from outside the Empire, and a small 
muBljty ol candlM -which tro charged per Ib imlead ol 2id 
Other imports from ludin into hew Zealsnd are for the most psrt 
either free or receive no spccisl treatmenL 


53 Arc 5 -ou on general grounds fnronraWe to the idea of Imperisl 
rreferenee 1 If so, do you think thst Indis would be jusUCed n 
risking any appreeisble economic lots for tie ssko of Imperisl 
Preference 1 
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2o \\ iint cfTtct do jou conijiiitr n policy of protection ^\ouId Iia\e 
ttfe^tof Protoctoaon 0” foiii^u trade of Iiuln nnd on the 

ioroiffn Tndg general commercial position and prospects of 

the country f 


20 Do }ou consider that the existence of a tariff which could ho 

u..o(T.ri»t«,w.i.te “■* largammg mih 

Other countries would ho ndNantageous to 

India t 


J1 If s>o, avould j ou recommend the adojition of general and special 
tariffs, the special being applied to countries fioiu which Indui 
rctt.i\ci faaonrahlc treatment f 

Jib If the tariff is to he Uitd m this way, would it he jiccessiry to 
make It more detailed than it is at present 1 

20 If n policj of protection were adopted would jou itcomincnd 
(0, iBtf.i, petmnnent orgnmz.itioii lor 

cst Tig the eiilos^ of loin* iu\'*sfigntnig the claims of vanojis jiulustrics 
to proUction from time to lime and for the 
1 criodKul readjustment of tariff rate# 1 
JO \Shat IS jour mow of the proper function of export duties f 
. , 1)0 JOU tluuk that thej should be imposed 

oiitj for the purpose of raising re\ciiuc or do 
JOU tluuk that iht) mnj lie utilised for other i)urposcs nKo f 

51 hat do JOU consider generally is the effect of export duties ou 
the cxiwrt trade 1 Cim thej iii certnm circumstances he imposed 
wjiliout injury to the trade I If fco, in the ease of what trades in 
ludm could this he done, aud to what extent T 

5J ould JOU coiLsidcr it udsisuhlc to impose an export dutj ou a 
raw material m order to encourage its retention in India either for 
\ urposcs of laanulaclurc or for anj other purjwse T If so, please 
examine instances in which jou would recommend such action and 
consider whether it would hose auj effect on the producers of the 
raw material and the nruouct they would produce 
QJ Do JOU consider that it avonld be of adiantngo to India to 
impose an export diitj on foodstuffs with a mcw to controlling their 
cxj)ort and tbcrchj lowering Indian pnccs and the cost of living 1 
What effect do jou coniulcr such action would be likely to have on 
th* agriculturul interests nnd on the quantity of foodstuffs produced 
Ja India J 
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the indtistiy have to meet — 

(o) m the Indian market 
(b) else-where t 

Does this competition extend to nil or only to particular classes 
of goods, and does it nnrv nitli different classes of goods ? 

49 Apart from questions of orgnnization and equipment are there 
any special circumstances natural or artificial which give the com 
peling country an ada antage 1 

50 Do jou think that the industry needs protection t If so, what 
rate of dutj do lou consider it is necessary to impose f Please give 
m detail the facta and figures on which you base your conclusions 

51 Do you think it likely that if protection is granted, the industry 
Will CAcn^uallj reach a level of development which would enable it to 
face foreign competition without the aid of protection, or do vou 
think the industry vmU always remain to a greater or le«s degree in 
need of protection t 

62 Docs the industry ever suffer from dumping T If so, do jou 
wish to suggest any remedy t 

63 Is competition from other countries accentuated bj depressed 
exchanges in those countries t 

51 If so IS tins phenomenon likelj to he temporarj t 

65 Do jou consider (hat any remedy is required t If so what 
noulil JOU suggC"*! f 

5G lias the indus.trj leccivcd any benefit from the succesaivc 
cnlnncements of the tariff beginning m 191C 1 Can jou de«cribc 
Ihc effects so far as jet apparent T 

57 Do JOU think the industry Las suffered in any way from export 
i*nlic3 1 If so please give in detail the facts and figure* from nh ch 
this conclusion is drawn 

58 Is the finished product of the industry used os the raw material 
for anj other industrv I If so, to what extent 1 

59 Does the industry use as its raw material the finished product 
of nn\ other industry which is estabbshed or is likely to be 
established m India f 

60 "Should you prefer a Rjotem under which all industries wouM 
reeenc a more or less uniform protection or one under winch indav* 
tries receive varving nmounis of protection in aecorJanee with th J- 
needs 1 



D— Export Teadb. 

TTJ?— These qacsliocs are inicadcd not only for actual exporters, b 
also for tho'o ttIio produce for export 
Cl "Wlmt articles do von export and tP ^bat conntnes 1 
G2 Are jou mtcrcstcd m niu ot the articles on ivhich export dutr 
are levied f If ^o, vhnt do -von consider been the effect of the: 
duties t 

C3 Do you rccomnicnd the mcrcaso, reduction or abolition cf an 
of the exutm" export duties 1 

f4 Is the Indian export trade in any '^ay hampered by lug 
import duties imposed in certain countnes 7 If so, do jou considc 
any action feasible or desirable t 
O') Do sou think the export of any articles in srhich you dcf 
svould be stimul ited In a preferential rate graiitcd bs tlie Unite 
lungdom or any ot the Dominions or Colonies 7 If so, vrlnt svoul 
you consider the minimum rate of preference for each article nine' 
vould exercise an ajiprccnblc effect ! 

6G Do sou consider tint the lower duties at present IcMcd o 
certain import'i from India into the United Kingdom or Canndt o 
Ncs\ Z'”ilaiul, as compared nitli the gcncnl duty lc\icd on import 
from countries outsnle tlic I'lnpiie, base bad or nro likely to but 
any hencficnl effects on the Indian trade lU those articles 7 
C7 Do sou think that any fontgn country nbosc trade migbt suffe 
by a fivstem of Imperial Preference noubl be able, nitbont injnr 
to itself, or NTonll I ». hktU eseii at the tost of ngury to iIslU, b 
jicnaliso llio Indian export trade to that country f If so, sshnt nn 
the Indian exports tint might Ruffer T 
G3 If owing to a sjfteni of Imperial prcfcrenco the import* fron 
certain foreign countries dimmisheil, do sOU consider that tins woulc 
tend to base am effect on the solume of Iiulinii exports to those 
countries 7 

C9 If 10 , would there be an nUcrnatnc outlet for Uic*e exports, 
will oiu icononn dissd\aiitn^r, sMtliin tin. Drili''b F mpirc or in other 
foreign countries 1 

r — ^iMrort TneoK* 

■■'t \M U nrlnles do son import and from uhnl countries t 
71 l!ft\c sou obsnrse*! any cffietn on ynu** trade iii partieuhr 
nrtii-l.. fnim tli< y«ar 191C up to dit«, vliicli esn l»e ascribed In 
pxrl or in stIioIo to iho ebanges m the rat«“» of import duty 7 
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72 Do you consider thit ftn appreciable increase in the present 
tariff rates would «:eriouslv dimimsh the volume of imports ? (‘an 
vou give uistanccs of aiij important commodities lu nliich such a 
result IS liXcl^ to occur f 

7d What notild ion expect to be the tffect on the import trade 
of a preference giien to British goods — 

(а) if the prefeience nere giien bv nnmtaiuing the esistinj i.ite 

for foreign goods and reducing it for British poods , 

(б) if the prefeience weie gi\en b% maintaining the existing 

nfo for Ciilish goOfUand eiihaiieing it for foreign goods , 
and 

(c) if the preference were given bv n combination of (ai and 
(b) t e , raising the rate for foreign goods and reducing 
it for British goods f 

74 If Imperial Preference were introduced would sou recommend 
that the same preference on the same goods should be granted to all 
constituent parts of the Empire, or would sou treat each part of the 
Empire sopanteh, taking into iccomit the question of uhat rocipni 
cal \)enelits Iiidn would receiie f 

75 Do sou think it Id eU that a si stein of Impori'il Preference 
would dimiiu*li or increi«e the total irniwrt of sni chss of goods 
or Mould It iiieieli tend to alter the proportion m iiliich that total 
IS deriaed from foreign and British countries f 

76 Would am nnde''inble rcMills follow from diicrting tie 
source of Indian imports from foreign to British countries f 

77 If }ou arc fniourablc to Imperial Preference to wlnt artirlfs 
would lou be prepared to cvtciid b preference if imported from the 
Empne or partKid ir jnrts of the Empire nnd nhal would vou sng 
gest ns the ammint of lint prefennee 1 

78 Do jou approM of the si'lem of ad talorcm ctistora* duties, 
or would \ou prefer that the dull hbould Is. ^pocJfic • r , n flxexl 
charge for a giicn weight or miasiirc • If loii pnfir the latt»r 
Bvstem, what are lour news on the neci-s'iti of rendjusting the 
duties from time to time f 

r — Kcrviu Tkim- 

70 ^\hat are lla principal iniiKirtcd good^ in which you deal 1 
80 To whst extent can claiigi^ in tlie retail prirt^ of imp^rteil 
goods from onwards be attributed to the mcreases m the import 



m 
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D — Export Trade 

NJJ — Tbesc i^cstions are xsicoded not only for actual ezportais, bnt 
also for tho'O ■who prodneo for export 

61 TVliat articles do von export and to what cotmtnea 1 

62 Are sou interested lu iiiv of the article# on which export duties 
are levied 1 If so, what do von consider has been the effect of these 
duties T 

63 Do you recomniond the increase, reduction or abolition of anj 
of the existing export duties t 

64 Is the Indian export trade m anv way hampered bj high 
import duties imposed in certain couiitiios t If so, do jou consider 
any action feasible or desirable f 

63 Do von think the export of ana articles m which you deal 
arould be Ptimul ited In a preferential rate granted In the United 
Kingdom or nnj, of the Doiniiuon# or Colonies f If so, what would 
you consider the minirauin rate of preference for each article nlneh 
would exercii.e an appreciable effect f 

66 Do sou consider that the loner duties at present leaicd on 
certain imports fioin Imhn into the United ICingdom or Canada or 
Ncm Zoalaiid as compared with the general diitj IcMOd on import# 
from countries outM le the Fropiic haic had or are likel} to ha\e 
am boiufitial effects on the Indian trade in those articles t 

67 Do sou think that anj foreign coiintrj a\hose trade might suffer 
by a Rjstcm of Imperial Preference would be able, without injury 
to itsdf or woull K likiU c^on nt tbe cost of iiijiirj to itself, to 
jicinlise the Tmlinii ixport trade to that couiitrj t If so, what arc 
the Indian exports that might suffer t 

63 If owing to a system of Impernl Preference the imports from 
certain foreign countries diminished, do aou consider that this would 
tend to liaac am effect on the aohime of Indian exports to tho«c 
countries t 

C'> If so would there lie on nlternotiNe outlet for tlie»o exports, 
witliou* ccoiiomi di a U uilnge within the. Uritisli Pnipire or m other 
foreign conntrms 7 

r — IxirorT Tavne. 

”0 W I at nrti «]o \oti import niiil from what countries T 

71 Ua\« sou obs4neil m»\ eff ets on joiir trad in particular 
nrtieh* from tin aiar PUG up In daft a\hieh can l>e n»erib*sl m 
part or in avholo to tlm ebanges in the ratt>s of imiif rl duty 7 
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72 Do yon consider thit nn appreciable mcreise in flic present 
tariff rales ^vould senouslj duninish the volume of imports ? (an 
^o^ gne instincts of mj important commodifies in nliich such a 
result is Iiheli to occur T 

7J A\lnt uotihl lou c\i)cet lo Ik. the effect on the import trade 
of a preference gneu to British goods — • 

(fl) if the prcfcienee uere gnen b\ mflintaiiiing the existing i ite 
for foreign goods iinl reducing it for British goods , 

(b) if the piefpience wcie gi\cii hj maintaining the existing 

nTo for Biilibh good^and oidnnejng it for foreign goods 
and 

(c) if the pieforeiicc were giien by a combination of (a) and 

(1)) tf raising the rate foi foreign goods and reducing 
it tor Bntidi good*, t 

74 If Imperial Preference were introduced would jou recoinmcnd 
that the bime picference on the same goods should be granUd to all 
constituent parts of the Finpuc or would lou treat each part of the 
Empire scpantch taking into account the question of sihat rceipio 
cal l,ciiefifs India Mould rcccuc t 

7" Do lou thinl it hhch that n si stem of Imperial Preference 
would diminish or incioasc the total import of mi class of goods 
or Mould It nicioh lend to alter the proportion in Mhich that total 
is dented from foreign and BritLsIt countries t 

70 Mould am umlesinllc results follon from duertni'* the 
source of Indian imports from foreign to British countries ! 

77 If JOU are fatourablc to Imperial Preference to what artnles 
would toil be prcpired to extend n preference if imported from the 
rmpnx or | artnnlar parts of the rinpire «nd what would jou bu" 
gest as lilt amoiiiit of lint prefennee T 

78 Do toil api roil of tin e' Icm of „<l lalorcni customs duties 
or Mould toil prefer tint the dutt should In Bpccific le n 
iharge for a giien veijil or miasiirc f If ;oti preftr the latter 
atstem what are tour mcws on the nectssift of readjustin'* the 
duties from luuo to time t 


I Truu 

79 Mhatarrtlt I nncij al jmiKirtca goods m which jou deal t 

-t) To Klol OIIOM ooii rianp-, n, „u,i p„wi of 
poods from mic onsrords [, .ilnbotod ,o a, m the import 



Hi irnirmx i. 

D— Eipoet Trade 

}^J } — These qae?ljons are intended not only for actual eiporters, hnt 
also for those 'who produaj for export 

61 WInt ni tides do you export and to what countnes t 

C2 Arc 3o« mteiested in any of the articles on which export duties 
are levied } If so wh'it do 3 on consider has been the effect of these 
duties ? 

63 Do you recommend the increase, reduction or abolition of iny 
of the existing export duties t 

64 Is the Indian export tnde m any way hampered bj high 
import duties imposed in certain countries ? If so, do you couHider 
any action feasible or desirable ? 

65 Do you think the export of any articles in which you deal 
would be Btirauhtcd by a preferential rate granted by the United 
2ung(hm or any of the Dorawiona or Colonies t }£ so what xrouhl 
you consider the tnmimum rate of preference for each article which 
would exercise an appreciable effect ! 

66 Do lou consider tint the lower duties it present levied on 
certain imports fiom India into the United Kingdom or Canadi or 
Now Z»*nland aa comp-ired with the gencril duty levied on imports 
from couutiiM outside the Erapuc have hod or nre likely to Jittvc 
au) beneficnl effects on the Indian trade in those articles t 

67 Do jou think that any foreign country whose trade might suffer 
by a Rystem of Imperial Prefervucc would be able without inyury 
to ilstlf or would be likely even at the cost of injury to itself, to 
pcmlisc the Indian export trade to that country ? If so what aie 
ihc Indian exports that might snffer t 

68 If owing to a sy stem of Imperial Preference the imports from 
certain foreign countries diminished do you consider that this would 
tend to have any effect on the volume of Indian exports to those 
countries t 

69 If so would there be an alternative outlet for these exports 
withon* economic di adi intage within the Bntisli Pinpire or in other 
foreign countries T 

r — liironr Tbvdu. 

70 \\!at articles do vou import and from what countries ? 

71 Have von observel nn\ on your Irndt in particular 

nriiclev from the year 1916 up to dnp, winch can be ascribed m 
part or in whole to tho changes m the rates of import duty ! 
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72 Do you consider tint nn ippreciable incrense m the present 
tentl rates ■would seriously dimmish the volume of imports 1 (*an 
^ou give instances of anj important commoditits in nlncli such a 
result IS hkel> to occiu t 

73 AYliat would \ou expect to he the cflect on the import trade 
of a preference giicn to British gootU — 

(fl) if the piefeience 11016 guen h 3 manitiuiing the existing i.ite 
for foreign goods and reducing it for British goods , 

(6) if the prcfpiencc wcie gi\en hv maintnimng the existing 
rate foi Biitish goodie and cidmneing it foi foreign goods , 
and 

(c) if the preference were given hy a combination of (a) and 
{b), ie, raising the rate for foreign goods and reducing 
It for British goods t 

74 If Imperial Preference were introduced would vou tvcoimuvnd 
that the same preference on the same goods should he granted to all 
constituent parts of the Empire, or would jou treat each part of the 
Empire separntch, taking into account the question of what rccipni 
cal \ionpnts India would receuc ? 

75 Do sou think it lil el\ that a aistem of Imperial Preference 
woiilu diiiumsh or increase the total import of am class of goods 
or would It moich tend to alter the proportion m which that total 
IS denied from foreign and British countries T 

76 ‘Would am undesirable results follow from dncrting lie 
source of Indian imports from foreign to British countries t 

77 If JOU are faiourablc to Imperial Preference, to what artiiKs 
would 10U be prepared to extend n preference if imported from the 
Pnipirt or partiiular parts of the I mpirc and what would you sng 
gest ns tilt niiiouiit of that prcfcniicc J 

78 Do JOU approic of tin sivteiu of nd lu^orrin custom* duties 
or would ion prefer tint the duti hliould K specific, ir a fixtal 
charge for a pnon weight or measure t If joii pnftr the latUr 
sistom, what are lour news on the necessiti of readjusting the 
duties from time to time f 

r — IlCTim Trui» 

79 \\ hat aia the princiial imjxirlcd good> in which i*ou deal t 
NO To what extent can changes lu lie retail prices of imported 

poods from 1*'16 onwards be attributed to ihe inereasc* m the imp. rt 





